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DIGEST  OF  PUBLIC  IAW  433 


FEDERAL  FARM  LOAN  ACT  AMENDMENTS.  Amends  the  Federal  Farm  Loan 
Act  so  as  to  authorize  loans  through  national  farm  loan  assoc¬ 
iations  in  Puerto  Rico,  thus  making  the  interest  provisions 
the  same  as  for  the  U.  S.  and  according  each  direct  loan  bor¬ 
rower  v/ho  joins  an  association  an  interest  reduction  of  2<°> 
and  to  extend  the  same  authority  to  Alaska.  Also  increases 
from  $50,000  to  $100,000  the  limitation  on  loans  to  any  one 
borrower j  repeals  the  law  creating  a  paid-in  surplus  revolving 
fund  and  returns  the  funds  appropriated  therefor  to  the  surplus 
fund  of  the  Treasury;  removes  the  requirements  that  a  farm 
loan  registrar  shall  cause  payments  on  mortgages  pledged  as 
bond  collateral  to  be  credited  to  the  individual  mortgages, 
and  that  interest  payments  on  pledged  mortgages  be  reported  to 
the  registrar;  and  provides  that  the  land  oanks  rather  tnan 
the  registrar  shall  cancel  mortgages  paid,  in  full,  and  tnat 
the  banks,  by  furnishing  the  borrower  a  release,  shall  be 
relieved  of  the  duty  of  paying  the  local  recording  fee  for 
discharging  liens# 
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H*  R.  3699  was  introduced  by  Rep.  Poage  and  ?fas  referred 
to  the  House  Committee  on  Agriculture.  Print  of  the  bill 
as  introduced. 

Hearings:  House,  H.  R.  3699  and  H.  R.  343. 

S.  1750  was  introduced  by  Senator  Thomas  and  was  refer¬ 
red  to  the  Senate  Committee  on  Agriculture  and  Forestry. 
Print  of  the  bill  as  introduced.  (Companion  bill). 

House  Committee  reported  H.  R.  3699  with  amendments. 

House  Report  694*  Print  of  the  bill  as  reported. 

House  Rules  Committee  reported  H.  Res.  266  for  the  con¬ 
sideration  of  H.  R.  3699.  Print  of  the  Resolution. 

House  debated  and  passed  H.  R.  3699  with  amendments. 

Print  of  H.  R.  3699  as  referred  to  the  Senate  Committee 
on  Agriculture  and  Forestry. 

Senate  Committee  reported  H.  R.  3699  without  amendment. 
Senate  Report  1144*  Print  of  the  bill  as  reported. 

Senate  debated  and  passed  H.  R.  3699  as  reported. 

House  and  Senate  conferees  appointed. 

Conference  report  submitted.  House  Report  1460. 

Both  Houses  agreed  to  the  conference  report. 

Approved.  Public  Law  433* 
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31st  CONGRESS 
1st  Session 


H.  R.  3699 


IN  THE  HOUSE  OE  REPRESENTATIVES 

March  22,  1949 

Mr.  Poage  introduced  the  following  bill ;  which  was  referred  to  the  Com¬ 
mittee  on  Agriculture 


A  BILL 

To  amend  the  Federal  Farm  Loan  Act,  as  amended,  to  authorize 
loans  through  national  farm-loan  associations  in  Puerto  Rico ; 
to  modify  the  limitations  on  Federal  land-bank  loans  to  any 
one  borrower;  to  repeal  provisions  for  subscriptions  to 
paid-in  surplus  of  Federal  land  banks  and  cover  the  entire 
amount  appropriated  therefor  into  the  surplus  fund  of  the 
Treasury;  to  effect  certain  economies  in  reporting  and  re¬ 
cording  payments  on  mortgages  deposited  with  the  registrars 
as  bond  collateral,  and  canceling  the  mortgage  and  satisfying 
and  discharging  the  lien  of  record;  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tines  of  the  United  States  of  America  in  Congress  assembled, 

3  That  (a)  section  4  of  the  Federal  Farm  Loan  Act,  as 

4  amended  (title  12,  IT.  S.  C.  672) ,  is  hereby  further  amended 
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by  adding  a 'new  paragraph  to  said  section  immediately 
following  the  second  paragraph  thereof  to  read  as  follows : 

“Notwithstanding  the  provisions  of  this  section,  loans 
may  be  made  in  Puerto  Bico  and  Alaska  through  national 
farm-loan  associations,  and  the  interest  rate  applicable  to 
such  loans  shall  be  provided  in  section  12  of  this  Act.  Said 
associations  shall  be  organized  pursuant  to  section  7  of  this 
Act,  except  that,  upon  the  recommendation  of  the  Federal 
land  bank  concerned,  any  such  national  farm-loan  associa¬ 
tion  may  be  organized  by  ten  or  more  borrowers  who  have 
obtained  direct  loans  through  a  branch  bank  which  aggre¬ 
gate  not  less  than  $20,000,  and  who  reside  in  a  locality 
which  may  be  covered  and  served  conveniently  by  the 
charter  of  a  national  farm-loan  association  and  any  national 
farm-loan  association  after  it  has  become  organized  may 
permit  any  direct-loan  borrower  through  a  branch  bank  to 
join  the  association.  As  to  any  direct-loan  borrower  through 
a  branch  bank  who  participates  in  the  organization  of  a 
national  farm-loan  association  or  joins  a  national  farm-loan 


association  after  it  has  become  organized  ( 1 )  the  association 
shall  endorse,  and  thereby  become  liable  for  the  payment  of, 
his  mortgage  loan  held  by  the  Federal  land  bank;  (2)  the 
stock  in  the  Federal  land  bank  held  by  him  shall  be  ex¬ 
changed  for  a  like  amount  of  stock  in  said  bank  issued  in 
the  name  of  the  association  and  the  association  shall  issue 
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a  like  amount  of  its  stock  to  him,  all  in  the  manner  and 
subject  to  the  terms  and  conditions  provided  in  the  fifteenth 
paragraph  of  section  7  of  this  Act  (title  12,  U.  S.  C.  723 
(d)  )  ;  and  (3)  the  interest  rate  payable  by  him,  beginning 
with  the  next  regular  installment  date  following  the  endorse; 
ment  of  his  loan,  shall  be  reduced  to  a  rate  one-half  of  1 
per  centum  per  annum  less  than  the  rate  paid  by  him  prior 
to  such  endorsement.” 

(b)  The  last  sentence  of  the  first  paragraph  of  section 
4  of  the  Federal  Farm  Loan  Act,  as  amended  (title  12, 
U.  S.  C.  672),  is  further  amended  by  striking  the  words 
“by  such  branch  bank”  from  the  proviso  at  the  end  thereof. 

(c)  The  first  sentence  of  the  twelfth  paragraph  of 
section  7  of  the  Federal  Farm  Loan  Act,  as  amended 
(title  12,  U.  S.  0.  723  (a)),  is  further  amended  by 
striking'  the  words  “in  the  continental  United  States”. 

Sec.  2.  Paragraph  “Seventh”  of  section  12  of  the  Fed¬ 
eral  Farm  Loan  Act  (title  12,  U.  S.  C.  771)  is  hereby 
amended  to  read  as  follows: 

“Seventh.  The  amount  of  loans  to  any  one  borrower 
shall  not  exceed  $25,000  unless  approved  by  the  Land 
Bank  Commissioner,  nor  shall  any  one  loan  be  for  a  less 
sum  than  $100,  but  preference  shall  be  given  to  applica¬ 
tions  for  loans  of  $10,000  and  under.” 

Sec.  3.  All  of  paragraph  “Tenth”  of  section  13  of  the 
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1  Federal  Farm  Loan  Act,  as  amended  (title  12,  U.  S.  C. 

2  781,  Tenth),  except  the  first  and  third  sentences  thereof 

3  is  hereby  repealed.  The  Secretary  of  the  Treasury  shall 

4  cause  to  he  carried  to  the  surplus  fund  and  covered  into  the 

r 

5  Treasury  the  total  amount  appropriated  for  subscriptions 

6  to  paid-in  surplus  of  the  Federal  land  banks  and  now  held 

7  in  the  revolving  fund  created  pursuant  to  the  provisions 

8  of  law  hereby  repealed. 

9  Sec.  4.  The  first  paragraph  of  section  22  of  the  Federal 

10  Farm  Loan  Act,  as  amended  (title  12,  U.  S.  C.  891),  is 

11  hereby  amended  to  read  as  follows: 

12  “Whenever  any  Federal  land  bank,  or  joint-stock  lanu 

13  bank,  shall  receive  any  principal  payments  upon  any  first 

14  mortgage  or  bond  pledged  as  collateral  security  for  the  issue 

15  0f  farm-loan  bonds,  it  shall  forthwith  notify  the  farm-loan 

10  registrar  thereof  as  may  be  required  by  the  Farm  Credit 
17  Administration.  Said  registrar  shall  reflect  such  payment 
40  on  his  records  in  such  manner  as  may  be  prescribed  by  the 

19  Farm  Credit  Administration.  Upon  notice  from  the  bank 

20  that  any  such  mortgage  is  paid  in  full,  said  registrar  shall 
24  cause  the  same  to  be  delivered  to  the  proper  land  bank, 
22  which  shall  promptly  cancel  said  mortgage  and  transmit 
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such  canceled  mortgage,  together  with  a  release  or  satis- 

2  faction  thereof  as  may  be  required  to  satisfy  and  discharge 

3  the  lien  of  record,  to  the  original  maker  thereof,  or  his 

4  heirs,  administrators,  executors,  or  assigns.” 
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FEDERAL  LAND  BANK 


WEDNESDAY,  MAY  4,  1949 

House  of  Representatives, 
Subcommittee  No.  1  of  the  Committee  on  Agriculture, 

Washington,  D.  C. 

Subcommittee  No.  1  met  at  2  p.  m.,  pursuant  to  call,  in  room  1308 
of  tlie  New  House  Office  Building,  Hon.  W.  R.  Poage  (chairman  of 
the  subcommittee)  presiding. 

Mr.  Poage.  The  committee  will  come  to  order. 

We  will  proceed  to  hear  the  witnesses  on  H.  R.  3699,  which  is  the 
bill  to  extend  the  powers  of  the  Federal  land  bank,  or  change  the 
powers  thereof. 

(H.  R.  3699  is  as  follows:) 

[H.  R.  3699,  81st  Cong.,  1st  sess.] 

A  BILL  To  amend  tne  Federal  Farm  Loan  Act,  as  amended,  to  autnorize  loans*through  national  farm-loan 
associations  in  Puerto  Rico;  to  modify  the  limitations  on  Federal  15nd-bank  loans  to  any  one  barrower;  to 
repeal  provisions  for  subscriptions  to  paid-in  surplus  of  Federal  land  banks  and  cover  the  entire  amount 
appropriated  therefor  into  the  surplus  fund  of  the  Treasury;  to  effect  certain  economies  in  reporting  and 
recording  payments  on  mortgages  deposited  with  the  registrars  as  bond  collateral,  and  canceling  the 
mortgage  and  satisfying  and  discharging  the  lien  of  record;  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  (a)  section  4  of  the  Federal  Farm  Loan  Act 
as  amended  (title  12,  U.  S.  C.  672),  is  hereby  further  amended  by  adding  a  new 
paragraph  to  said  section  immediately  following  the  second  paragraph  thereof  to 
read  as  follows: 

“Notwithstanding  the  provisions  of  this  section,  loans  may  be  made  in  Puerto 
Rico  and  Alaska  through  national  farm-loan  associations,  and  the  interest  rate 
applicable  to  such  loans  shall  be  provided  in  section  12  of  this  Act.  Said  associa¬ 
tions  shall  be  organized  pursuant  to  section  7  of  this  Act,  except  that,  upon  the 
recommendation  of  the  Federal  land  bank  concerned,  any  such  national  farm-loan 
association  may  be  organized  by  ten  or  more  borrowers  who  have  obtained  direct 
loans  through  a  branch  bank  which  aggregate  not  less  than  $20,000,  and  who  re¬ 
side  in  a  locality  which  may  be  covered  and  served  conveniently  by  the  charter  of 
a  national  farm-loan  association  and  any  national  farm-loan  association  after  it 
has  become  organized  may  permit  any  direct-loan  borrower  through  a  branch  bank 
to  join  the  association.  As  to  any  direct-loan  borrower  through  a  branch  bank 
who  participates  in  the  organization  of  a  national  farm-loan  association  or  joins  a 
national  farm-loan  association  after  it  has  become  organized  (1)  the  association 
shall  endorse,  and  thereby  become  liable  for  the  payment  of,  his  mortgage  loan 
held  by  the  Federal  land  bank;  (2)  the  stock  in  the  Federal  land  bank  held  by  him 
shall  be  exchanged  for  a  like  amount  of  stock  in  said  bank  issued  in  the  name  of  the 
association  and  the  association  shall  issue  a  like  amount  of  its  stock  to  him,  all  in 
the  manner  and  subject  to  the  terms  and  conditions  provided  in  the  fifteenth 
paragraph  of  section  7  of  this  Act  (title  12,  U.  S.  C.  723  (d)) ;  and  (3)  the  interest 
rate  payable  by  him,  beginning  with  the  next  regular  installment  date  following  the 
endorsement  of  his  loan,  shall  be  reduced  to  a  rate  one-half  of  I  per  centum  per 
annum  less  than  the  rate  paid  by  him  prior  to  such  endorsement.” 

(b)  The  last  sentence  ©f  the  first  paragraph  of  section  4  of  the  Federal  Farm 
Loan  Act,  as  amended  (title  12,  U.  S.  C.  672),  is  further  amended  by  striking  the 
words  “by  such  branch  bank”  from  the  proviso  at  the  end  thereof. 

(c)  The  first  sentence  of  the  twelfth  paragraph  of  section  7  of  the  Federal  Farm 
Loan  Act,  as  amended  (title  12.  U.  S.  723  (a)),  is  further  amended  by  striking 
the  words  “in  the  continental  United  States.” 
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Sec.  2.  Paragraph  “Seventh”  of  section  12  of  the  Federal  Farm  Loan  Act 
(title  12,  U.  S.  C.  771)  is  hereby  amended  to  read  as  follows: 

“Seventh.  The  amount  of  loans  to  any  one  borrower  shall  not  exceed  $25,000 
unless  approved  by  the  Land  Bank  Commissioner,  nor  shall  any  one  loan  be  for 
a  less  sum  than  $100,  but  preference  shall  be  given  to  applications  for  loans  of 
$10,000  and  under.” 

Sec.  3.  All  of  paragraph  “Tenth”  of  section  13  of  the  Federal  Farm  Loan  Act, 
as  amended  (title  12,  U.  S.  C.  781,  Tenth),  except  the  first  and  third  sentences 
thereof  is  hereby  repealed.  The  Secretary  of  the  Treasury  shall  cause  to  be 
carried  to  the  surplus  fund  and  covered  into  the  Treasury  the  total  amount  appro¬ 
priated  for  subscriptions  to  paid-in  surplus  of  the  Federal  land  banks  and  now 
held  in  the  revolving  fund  created  pursuant  to  the  provisions  of  law  hereby  re¬ 
pealed. 

Sec.  4.  The  first  paragraph  of  section  22  of  the  Federal  Farm  Loan  Act,  as 
amended  (title  12,  U.  S.  C.  891),  is  hereby  amended  to  read  as  follows: 

“Whenever  any  Federal  land  bank,  or  joint-stock  land  bank,  shall  receive  any; 
principal  payments  upon  any  first  mortgage  or  bond  pledged  as  collateral  security  ' 
for  the  issue  of  farm-loan  bonds,  it  shall  forthwith  notify  the  farm-loan  registrar 
thereof  as  may  be  required  by  the  Farm  Credit  Administration.  Said  registrar 
shall  reflect  such  payment  on  his  records  in  such  manner  as  may  be  prescribed  by  i 
the  Farm  Credit  Administration.  Upon  notice  from  the  bank  that  any  such 
mortgage  is  paid  in  full,  said  regsitrar  shall  cause  the  same  to  be  delivered  to  the  1 1 
proper  land  bank,  which  shall  promptly  cancel  said  mortgage  and  transmit  such  I 
canceled  mortgage,  together  with  a  release  or  satisfaction  thereof  as  may  be  re¬ 
quired  to  satisfy  and  discharge  the  lien  of  record,  to  the  original  maker  thereof,  or 
his  heirs,  administrators,  executors,  or  assigns.” 

Mr.  Poage.  Our  first  witness  is  Mr.  Isleib.  Will  you  proceed  as 
you  see  fit,  Mr.  Isleib? 


STATEMENT  OF  J.  R.  ISLEIB,  LAND  BANK  COMMISSIONER,  AC¬ 
COMPANIED  BY  E.  C.  JOHNSON,  ASSISTANT  DEPUTY  LAND 
BANK  COMMISSIONER,  AND  CARL  COLVIN,  DEPUTY  GOVER¬ 
NOR,  FARM  CREDIT  ADMINISTRATION 


Mr.  Isleib.  Subsequent  to  the  introduction  of  H.  R.  3699,  the 
Secretary  of  Agriculture  forwarded  a  letter  to  the  Speaker  of  the 
House  in  which  he  submitted  substantially  as  a  matter  of  fact  the 
same  amendments  to  the  Farm  Loan  Act  with  the  recommendation 
that  they  be  passed,  and  since  H.  R.  3699  contains  all  of  those  amend¬ 
ments  exactly,  I  suggest  if  agreeable  to  the  committee  that  Secretary 
Brannan’s  letter,  which  discusses  the  amendments  in  considerable 
detail,  be  made  a  part  of  the  proceedings. 

Mr.  Poage.  Without  objection  we  will  make  that  a  part  of  the 
record  right  now. 

(The  information  is  as  follows:) 

o  TT  April  18,  1949. 

ihe  speaker,  House  of  Representatives. 


Dear  Mr.  Speaker:  There  is  transmitted  herewith  a  proposed  bill  entitled 
A  bill  to  amend  the  Federal  Farm  Loan  Act,  as  amended,  to  authorize  loans 
through  national  farm  loan  associations  in  Puerto  Rico;  to  modify  the  limitations 
on  Federal  land  bank  loans  to  any  one  borrower;  to  repeal  provisions  for  subscrip¬ 
tions  to  paid-in  surplus  of  Federal  land  banks  and  cover  the  entire  amount  appro¬ 
priated  therefor  into  the  surplus  fund  of  the  Treasury;  to  effect  certain  economies 
in  reporting  and  recording  payments  on  mortgages  deposited  with  the  registrars 
as  bond  collateral,  and  canceling  the  mortgage  and  satisfying  and  discharging  the 
lien  of  record;  and  for  other  purposes.” 

The  purposes  of  the  amendments  to  the  Federal  Farm  Loan  Act  which  would 
be  made  by  this  bill  are  to  improve  the  functioning  of  the  Federal  land  banks  as  a 
cooperative  system  and  to  simplify  and  improve  internal  operations  of  the  banks. 
The  bill  also  repeals  the  authority  for  subscriptions  to  paid-in  surplus  of  the 
Federal  land  banks  and  causes  the  entire  amount  appropriated  therefor  ($189,- 
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000,000)  to  be  transferred  from  a  revolving  fund  to  the  surplus  fund  of  the  Treas¬ 
ury.  A  more  detailed  explanation  of  each  section  of  the  bill  follows: 

Section  1:  Under  existing  law,  only  direct  loans  through  a  branch  bank  are 
being  made  in  Puerto  Rico.  There  is  no  legal  authority  for  organizing  or  charter¬ 
ing  national  farm  loan  associations  on  the  island.  The  congressional  debates  on 
the  act  of  February  27,  1921  (41  Stat.  1148),  which  extended  the  Federal  Farm 
Loan  Act  to  Puerto  Rico,  indicate  that  provision  was  made  for  only  direct  loans 
for  two  reasons:  (a)  The  probable  difficulty  of  establishing  associations  in  Puerto 
Rico  at  that  time,  and  ( b )  the  desire  to  move  slowly  and  gain  experience  with 
direct  loans  in  the  island,  which  were  originally  authorized  subject  to  three  pro¬ 
visions  not  applicable  to  loans  in  the  United  States;  (1)  a  maximum  amount  of 
$5,000;  (2)  a  maximum  term  of  20  years;  and  (3)  an  interest  rate  one-half  of  1  per^ 
cent  higher  than  the  rate  in  the  United  States  on  loans  through  associations 
The  debates  further  indicate,  however,  that  a  number  of  the  Congressmen  who 
voted  for  the  measure  hoped  that  eventually  the  act  would  extend  to  Puerto  Rico 
under  substantially  the  same  conditions  which  are  applicable  to  farmers  in  the 
United  States. 

The  act  of  February  27,  1921,  has  since  been  amended  twice  so  that  the  maxi¬ 
mum  amount  of  loans  to  any  one  farmer  is  now  the  same  in  Puerto  Rico  as  in  the 
United  States.  Section  1  of  this  bill  would  make  it  possible  to  organize  national 
farm  loan  associations  in  the  island,  make  the  provisions  governing  interest  rates 
on  loans  through  national  farm  loan  associations  in  the  United  States  applicable 
to  loans  through  such  associations  in  Puerto  Rico,  and  accord  to  each  direct  loan 
borrower  on  the  island  who  joins  a  national  farm  loan  association  an  interest 
reduction  of  one-half  of  1  percent  beginning  with  the  next  regular  installment 
date  following  the  endorsement  of  his  loan.  Thus  another  step  would  be  taken 
to  extend  to  Puerto  Rican  borrowers  the  same  statutory  provisions  which  are 
applicable  to  borrowers  in  the  United  States. 

In  the  years  intervening  since  1923,  when  the  branch  bank  of  the  Federal  Land 
Bank  of  Baltimore  began  operations,  considerable  progress  has  been  made  by  the 
Puerto  Ricans  in  the  organization  and  operation  of  cooperative  associations  of 
various  types.  Hence,  there  is  reason  to  believe  that  the  Puerto  Rican  borrowers 
are  at  this  time  fully  prepared  to  assume  the  cooperative  responsibilities  necessary 
to  the  organization  and  operation  of  national  farm  loan  associations. 

Moreover,  much  valuable  experience  has  been  gained  over  the  years  by  the 
appraisal  force  and  credit  men.  From  the  beginning  of  operations  to  September 
30,  1948,  the  branch  has  closed  6,655  loans  for  $26,115,200,  of  which  2,833  for 
$9,265,1 17  were  outstanding  on  the  later  date.  The  loss  experience  on  these  loans 
compares  favorably  with  the  loss  experience  in  many  sections  of  the  United  States. 
Accordingly,  it  is  believed  that  lending  operations  on  the  island  are  sufficiently 
seasoned  to  warrant  the  association  type  of  operation. 

The  achievement  of  complete  farmer  ownership  of  the  land  bank  system  has 
emphasized  the  desirability  of  having  the  system  operate  upon  a  uniform  coopera¬ 
tive  basis,  with  financially  strong  active  associations  as  the  foundation  of  the 
system.  No  direct  loans  are  presently  being  made  in  the  United  States,  and  the 
few  remaining  direct  loan  borrowers  are  being  encouraged  to  join  the  local  asso¬ 
ciations  which  are  available  in  all  principally  agricultural  areas  of  the  United 
States.  The  next  logical  step  is  to  make  it  piossible  for  the  large  block  of  direct 
borrowers  in  Puerto  Rico  to  join  an  association  and  to  establish  the  association 
plan  of  operation  in  Puerto  Rico,  so  that  the  Federal  Land  Bank  of  Baltimore 
will  stand  on  a  cooperative  base  throughout  its  entire  district,  as  is  the  case  with 
all  other  banks. 

The  establishment  of  associations  in  Puerto  Rico  will  have  other  important 
cooperative  advantages.  First,  it  will  enable  the  Puerto  Rican  borrowers  to 
participate  directly  in  the  cooperative  system,  by  assuming  responsibility  and 
authority  in  the  management  and  operation  of  their  own  local  cooperative 
organizations.  Organized  in  associations,  they  also  will  have  the  same  partici¬ 
pation  accorded  associations  in  the  United  States  in  the  selection  of  directors  of  the 
second  farm  credit  district.  At  present,  they  have  no  vote  in  the  selection  of  such 
directors.  Second,  the  organization  of  associations  will  permit  the  local  assump¬ 
tion  of  the  limited  mutual  liability  on  loans  which  is  basic  in  the  cooperative  plan 
of  the  Federal  land  bank  system,  and  will  make  it  possible  for  the  Puerto  Rican 
borrowers  to  share  collectively  in  a  program  to  build  reserves  locally  to  meet  the 
liability  thus  assumed.  The  cooperative  functioning  of  national  farm  loan  asso¬ 
ciations  has  been  strengthened  generally  throughout  the  system  by  providing 
greater  local  authority  and  responsibility  in  connection  with  the  making  and 
servicing  of  loans  and  by  building  and  maintaining  adequate  local  reserves  to  meet 


4 


FEDERAL  LAND  BANKS  AND  BANKS  FOR  COOPERATIVES 


anticipated  losses  arising  under  the  association  endorsement  liability.  One- 
fourth  of  the  stock  of  the  Federal  Land  Bank  of  Baltimore  presently  is  held  by 
direct  loan  borrowers  in  Puerto  Rico.  All  earnings  on  the  Puerto  Rican  loans  go 
to  the  Federal  land  bank,  reserves  on  such  loans  are  held  by  the  bank,  and  all 
losses  on  such  loans  are  absorbed  by  the  bank.  It  is  desirable  that  national  farm 
loan  associations  be  organized  so  that  savings,  when  paid  as  dividends,  may  be 
used  to  build  and  maintain  adequate  local  reserves,  as  is  the  case  with  national 
farm  loan  associations  in  the  United  States. 

While  no  loans  are  presently  being  made  in  Alaska,  the  authority  for  loans 
there  has  been  on  the  same  basis  as  for  loans  in  Puerto  Rico.  Accordingly, 
Alaska  has  been  included  in  this  bill,  so  that  the  basic  authority  for  loans  there  will 
continue  to  be  consistent  with  the  authority  for  loans  in  Puerto  Rico. 

Section  2:  This  section  of  the  bill  would  amend  paragraph  “Seventh”  of  section 
12  of  the  Federal  Farm  Loan  Act  (12  U.  S.  C.  771,  “Seventh”)  by  removing  the 
limit  of  $50,000  on  loans  to  any  one  borrower.  The  requirement  would  be  con¬ 
tinued  that  loans  in  amounts  above  $25,000  must  have  the  approval  of  the  Land 
Bank  Commissioner.  There  would  be  no  change  in  the  requirement  that  prefer¬ 
ence  be  given  to  applications  of  $10,000  and  under,  or  in  the  limitation  in  para¬ 
graph  “Fifth”  of  section  12  (12  U.  S.  C.  771,  “Fifth”)  that  no  loan  shall  exceed 
65  percent  of  the  normal  value  of  the  farm  mortgaged,  such  value  to  be  ascer¬ 
tained  by  appraisal.  Moreover,  removal  of  the  statutory  limitation  of  $50,000 
would  not  prevent  the  banks,  with  the  approval  of  the  Farm  Credit  Administra¬ 
tion,  from  establishing  appropriate  limits  for  their  particular  districts  or  for 
particular  areas  within  the  territory  in  which  they  have  authority  to  lend. 

For  some  time  the  directors  and  officers  of  Federal  land  banks  generally  have 
favored  removal  of  the  present  maximum  limit  on  loans  so  as  to  broaden  the 
service  of  the  system.  The  land  bank  system  during  the  32  years  it  has  been  in 
operation  has  emphasized  service  to  farmers  operating  family-type  farms  and  has 
made  loans  which  have  enabled  thousands  of  farmers  to  acquire  and  improve 
family-type  farms.  Preference  has  been  given  to  loans  to  the  smaller  and  average- 
size  operators,  who  are  farmers  requiring  credit  of  $10,000  or  less.  This  fact  is 
evidenced  by  data  on  the  average  size  of  land  bank  loans.  While  the  average 
size  varies  among  the  districts  due  to  differences  in  the  type  of  farming  and  the 
size  of  farm  units,  for  the  system  as  a  whole  the  average  size  of  Federal  land  bank 
loans  was  $4,573,  during  the  fiscal  year  ending  June  30,  1948. 

Although  the  land  bank  system  has  given  preference  to  loans  of  $10,000  and 
under,  many  farmers  requiring  credit  up  to  $50,000  have  been  served  by  the  banks. 
In  addition  to  these  farmers  there  are  others  that  desire  loans  from  the  Federal 
land  banks  but  cannot  be  served  because  their  needs  for  farm  mortgage  credit 
exceed  $50,000.  Their  farms  generally  would  be  classified  as  large  family  units 
since  they  are  owned  and  operated  by  a  family  but  because  of  the  type  of  farming 
and  extent  of  the  operations  they  involve  a  relatively  large  investment  in  real 
estate.  Such  farmers  could  be  served  by  the  land  banks  and  receive  the  benefit  of 
land  bank  loans  without  impairing  in  any  way  the  service  to  farmers  on  the  smaller 
units.  These  larger  units  are  primarily' livestock  ranches  in  the  Western  States, 
along  with  a  few  specialty  crop  and  fruit  enterprises,  and  a  few  larger  livestock  and 
diversified  family  farms  largely  in  the  Corn  Belt  States.  By  removing  the  maxi¬ 
mum  of  $50,000  the  banks  could  broaden  the  service  to  farmers  generally;  and 
since  the  provisions  of  the  bill  do  not  change  the  existing  legal  requirement  that 
all  loans  above  $25,000  must  have  the  approval  of  the  Land  Bank  Commissioner, 
no  such  loan  could  be  made  unless  the  association,  the  land  bank,  and  the  Com¬ 
missioner,  after  reviewing  the  size  of  the  operation  and  the  hazards  involved, 
concluded  that  it  would  be  wise  for  the  association  and  the  bank  to  assume  the  risk. 

Section  3:  For  a  5-vear  period  ending  July  10,  1938,  Congress  provided  that 
borrowers  from  the  Federal  land  banks  need  not  pay  currently  the  principal 
installments  on  their  loans  if  they  were  not  otherwise  in  default  (12  U.  S.  C.  771 
“Twelfth”).  To  provide  the  banks  with  funds  to  use  in  their  operations  in  place 
of  amounts  extended  or  deferred,  the  Emergency  Farm  Mortgage  Act,  approved 
May  12,  1933,  provided  for  subscriptions  to  their  paid-in  surplus  by  the  Secretary 
of  the  Treasury  (12  U.  S.  C.  781  “Tenth”).  For  this  purpose,  a  total  of 
$189,000,000  was  appropriated  in  1933  and  subsequent  years,  all  of  which  has 
been  repaid  by  the  banks  and  now  constitutes  a  revolving  fund  in  the  Treasury 
available  for  future  subscriptions  to  paid-in  surplus.  Such  subscriptions  can  be 
made  only  on  account  of  extensions  made  by  the  banks  to  borrowers  and  with  the 
approval  of  the  Land  Bank  Commissioner. 

The  Federal  Farm  Loan  Act  contemplates  a  cooperative  farm  mortgage  system 
to  be  owned  and  operated  by  the  farmers  who  use  the  services  of  the  system, 
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subject  to  Federal  supervision.  This  objective  has  been  kept  constantly  in  mind 
and  the  Federal  land  banks  are  now  completely  owned  by  farmers.  The  Federal 
land  bank  system  as  a  farmers’  cooperative  credit  system  aims  to  operate  on  its 
own  resources  even  under  periods  of  agricultural  distress  and  its  interest  rate  and 
other  operating  policies  are  designed  to  make  this  possible  insofar  as  conditions 
can  be  foreseen  and  met  by  prudent  business  practices. 

The  Federal  land  banks  and  national  farm  loan  associations  have  greatly 
strengthened  their  net  worth  positions  and  it  is  considered  they  have  sufficient 
resources  to  carrv  their  worthy  members  and  prospective  members  through  most 
periods  of  distress.  In  view  of  this  circumstance  and  in  keeping  with  the  afore¬ 
mentioned  objectives,  section  3  of  the  bill  would  repeal  the  law  creating  the  paid-in 
surplus  revolving  fund  and  the  authortiy  for  its  use  for  subscription  to  the  paid-in 
surplus  of  the  12  banks  and  would  return  the  entire  amount  appropriated  therefor 
($189,000,000)  to  the  surplus  fund  of  the  Treasury. 

Section  4:  The  changes  made  by  this  section  will  simplify  internal  bank  opera¬ 
tions  and  it  is  hoped  will  effect  savings  in  operating  costs  of  the  banks. 

The  second  sentence  of  the  first  paragraph  of  section  22  of  the  Federal  farm 
Loan  Act  (12  U.  S.  C.  891)  now  requires  that  when  a  Federal  land  bank  notifies 
a  farm  loan  registrar  of  the  receipt  of  payments  on  a  mortgage  pledged  as  bond 
collateral:  “Said  registrar  shall  forthwith  cause  such  payment  to  be  duly  credited 
upon  the  mortgage  entitled  to  such  credit.” 

In  practice  this  has  meant  that,  independently  of  records  maintained  by  tne 
bank  the  registrar  has  had  to  keep  a  record  of  payments  on  each  individual 
mortgage  loan.  The  object  of  this  requirement  may  have  been  twofold:  (1)  lo 
assure  that  borrowers  receive  credit  for  their  payments;  and  (2)  to  provide  the 
registrar  with  a  record  of  the  amount  by  which  collateral  deposited  w  it  h  him  is 
reduced,  so  that  he  may  know  that  the  total  thereof  is  at  least  equal  to  the  amount 
of  bonds  outstanding  as  required  by  law.  However,  the  first  of  these  objects  may 
be  served  from  a  record  of  pavments  kept  by  the  bank,  and  for  the  second  the 
registrar  need  only  know  the  total  unpaid  balance  of  all  mortgages  pledged  as 
collateral.  Accordingly,  to  eliminate  the  requirement  that  the  registrar  keep  a 
record  of  payments  on  each  individual  mortgage,  and  yet  have  a  record  ot  the  total 
amount  of  collateral  on  hand,  it  is  proposed  to  substitute  the  following  for  the 
sentence  quoted  above:  “Said  registrar  shall  reflect  such  payment  on  his  records 
in  such  manner  as  may  be  prescribed  by  the  Farm  Credit  Administration. 

If  this  change  is  authorized,  there  ordinarily  would  be  no  occasion  for  interest 
payments  on  pledged  mortgages  to  be  reported  to  the  registrar  as  is  now  required 
by  the  first  sentence  of  section  22  of  the  Federal  Farm  Loan  Act  (1-  l!.  C.  891), 

so  that  requirement  would  be  eliminated  also.  ,  , 

The  proposed  bill  would  also  amend  the  third  sentence  of  the  first  paragraph  of 
section  22  of  the  Federal  Farm  Loan  Act  (12  U.  S.  C.  891),  in  two  respects.  The  first 
change  would  be  to  eliminate  the  requirement  that  the  registrar  shall  cancel  mort¬ 
gages  which  are  paid  in  full,  and  place  such  duty  of  cancellation  on  the  Federal 
land  bank.  For  the  registrar,  who  is  not  named  in  the  mortgage  to  inscribe  it 
“canceled”  over  his  signature,  has  at  times  required  explanation  In  any  ®venL 
it  is  deemed  more  appropriate  that  the  cancellation  should  be  by  the  I  eueral  land 

bank  which  is  named  in  the  mortgage  as  mortgagee  ,  ,  ,  , 

The  second  change  in  this  sentence  would  be  to  relieve  the  Federal  land  bank  ot 
the  duty  to  pav  the  fee  or  charge  of  the  local  recording  office  for  satisfying  and 
discharging  the  lien  of  record  when  a  mortgage  is  paid  in  full  without  restricting 
its  corporate  power  to  do  so  in  the  public  interest  or  to  meet  provisions  of  State 
laws  and  to  require  only  that  the  bank  furnish  a  release  or  satisfaction  to  the 

borrower  for  use  in  satisfying  and  discharging  the  lien  of  record 

The  Department  recommends  early  consideration  and  enactment  ot  tne  pro¬ 
visions  included  in  the  enclosed  draft.  ,  ... 

The  Bureau  of  the  Budget  advises  that  there  is  no  objection  to  the  presentation 

of  this  proposal  for  the  consideration  of  the  Congress. 

Sincerely  yours,  Charles  p  Brannan>  Secretary. 

Mr.  Poage.  Do  you  care  to  read  that  or  comment  on  it? 

Mr.  Isleib.  It  might  save  time  for  the  committee  if  I  commented 
briefly  on  the  several  provisions  of  the  bill. 

Mr.  Poage.  If  you  will  do  so,  that  will  be  all  right. 

Mr!  Isleib.  That  will  be  fine,  and  then  I  will  be  happy  to  answer 
any  questions. 


93505 — 49 — ser.  y- 
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Section  1  would  authorize  national  farm  loan  associations  to  b. 
chartered  in  I  uerto  Rico.  The  act  as  originally  passed  did  not  pro 
vide  lor  farm  loan  associations  there.  Apparently  it  was  the  feelim 
ol  Congress  at  that  time  that  the  people  in  Puerto  Rico  had  not  hac 
enough  experience  with  cooperative  undertakings  to  enable  them  tc 
junction  in  such  cooperative  fashion  as  would  be  necessary  if  Federa; 
land  bank  loans  were  made  through  loan  associations  there  to  the 
extent  provided  lor  in  the  continental  United  States. 

However,  the  debate  at  that  time  indicated  that  the  Congress  had 
in  mind  that  upon  such  time  as  the  operations,  agriculturally  speak- 
mg,  in  1  uerto  Rico  had  reached  a  point  where  they  could  be  counted 
upon  to  successfully  operate  national  farm  loan  associations  that  it 
would  seem  appropriate  for  them  to  be  given  an  opportunitv  to  do  so. 

Mr.  Andresen.  May  I  ask  a  question?  Does  any  Federal  loan 
thne?y  relatmg  t0  aSriculture  Unction  in  Puerto  Rico  at  the  present, 

Mr.  Isleib.  Well  the  Federal  Land  Bank  of  Baltimore  operates 
through  a  branch  there,  and  Federal  land  bank  loans  are  made  in 
Puerto  Rico,  but  the  borrowers  from  the  bank  there  do  not  become 
members  ol  a  national  farm  loan  association.  Instead  they  buy  stock 
directly  in  the  Federal  Land  Bank  of  Baltimore.  As  a  matter  of 
lact  there  are  almost  3,000  Federal  land  bank  loans  in  Puerto  Rico 
those  farmers  are  not  members  of  national  farm  loan  associations 
and  really  they  have  no  voice  in  the  management  of  the  Federal 
land  bank,  since  the  machinery  for  such  a  voice  is  provided  onlv 
through  national  farm  loan  associations. 

Also,  while  those  members  of  the  system  are  deprived  of  some 
benefits  from  their  membership  in  the  land  bank  system  because  of  i 
that  circumstance,  they  also  do  not  have  an  opportunity  to  assume 
some  of  the  responsibilities  of  the  cooperative  system.  For  instance 
in  the  Federal  land  bank  system,  the  members  of  the  local  national 
farm  loan  association,  which  is  a  separate  corporation,  of  course  en-  : 
dorse  the  loans  and  are  responsible  for  the  payment  of  the  loans  ’and 
they  have  an  opportunity  to  accumulate  reserves  in  their  national 
farm  loan  associations  which  provide  a  financial  basis  for  their  as¬ 
suming  that  responsibility.  Of  course,  in  Puerto  Rico  where  there 
are  no  associations,  there  is  no  machinery  by  which  the  earnings  from 
those  loans  can  m  any  way  be  set  aside  in  any  reserves  in  the  island 
which  would  let  those  people  be  responsible. 

V1''  P*°iAG,E'  Whe,reas  under  the  set-up  in  the  continental  United 
Mates,  Alaska,  and  Hawaii,  the  local  farm  loan  association  the 
members  thereof  can  draw  dividends  if  their  bank  is  in  good  shape 
and  if  their  local  association  is  in  good  shape,  but  the  borrowers  in 

1C°  hanex!n°  ^lch  mcent>ve  to  keep  their  local  affairs  in 
older,  because  all  they  have  to  do  to  be  entitled  to  a  dividend  is  for 
the  bank  at  Baltimore  to  be  a  success,  and  they  then  regardless  of 
whether  the  loans  m  Puerto  Rico  are  good  or  bad,  they  are  entitled 
<jd'aw,  dividends  as  tlie  result  of  the  favorable  operation  of  the 
bank  in  the  State  of  Maryland,  and  the  other  territory  that  it  covers 
Mr.  Isleib.  1  hat  is  correct. 

loans  do^TtCe?'  D°eS  FarmerS  H°me  Administration  make 

a  t1'  lSLEIB'  I  am  soriT;  I  cannot  answer  that. 

Mr.  P oage.  Mr.  Lasseter  says  they  do. 
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Mr.  Lasseter.  We  do.  We  make  a  good  many.  There  is  a  large 
program  down  there. 

Mr.  Andresen.  Can  you  give  us  some  idea  as  to  the  success  ot 
the  Baltimore  bank  in  being  able  to  make  loans  and  to  collect  loans? 
Have  there  been  many  defaults  or  anything  of  that  kind? 

Mr.  Isleib.  I  have  some  information  on  that.  As  a  matter  of 
fact,  the  experience  of  the  Baltimore  bank  in  Puerto  Rico  was  better 
during  the  early  period  when  the  land  bank  did  experience  some  ad¬ 
verse 'situations,  in  Puerto  Rico  than  it  was  in  Pennsylvania.  It  was 
not  as  good  as  it  was  in  the  other  States  of  the  Baltimore  district. 

With  respect  to  Land  Bank  Commissioner  loans,  on  the  other  hand, 
which  usually  were  made  on  more  hazardous  situations  and  circum¬ 
stances,  the  Land  Bank  Commissioner  loans  in  Puerto  Rico  reflect 
a  better  experience  than  any  of  the  States  in  the  second  farm  credit 
district.  As  a  matter  of  fact,  on  Land  Bank  Commissioner  loans, 
there  was  no  loss  whatsoever;  instead,  with  respect  to  the  several 
properties  that  were  acquired  and  sold,  there  was  a  slight  profit. 

Mr.  Andresen.  Those  are  on  the  Commissioner  loans. 

Mr.  Isleib.  Yes. 

Mr.  Andresen.  How  about  on  the  land  bank  loans? 

Mr.  Isleib.  On  the  land  bank  loans  the  record  is  this:  In  the  loans 
closed  from  1917  through  1932,  that  was  the  early  period  of  the  opera¬ 
tions  of  the  Federal  land  banks,  the  loss  experience  of  the  Federal 
Land  Bank  of  Baltimore  for  all  of  that  period  and  for  all  of  its  loans 
was  5  percent,  and  in  Pennsylvania  that  was  8.3  percent,  in  Delaware 
3.3  percent,  in  Maryland  1.9  percent,  in  Virginia  3.1,  in  West  \irginia 
3.1,  and  the  total  on  the  continental  part  of  their  district  was  4.5. 
In  Puerto  Rico  it  was  7.7  percent. 

For  the  loans  closed  since  1933,  both  in  the  States  and  m  1  uerto 
Rico,  they  have  had  no  loss  in  Pennsylvania.  It  is  1.6  in  Delaware, 
0.2  of  1  percent  in  Maryland,  and  nothing  in  Virginia,  nothing  in 
West  Virginia,  a  total  of  1.4  percent  in  the  States.  In  Puerto  Rica 
there  was  a  loss  of  $4,800,  or  0.1  of  1  percent  for  the  loans  made. 

Mr.  Andresen.  $4,800?  .  . 

Mr.  Isleib.  Yes,  sir.  I  think  that  their  loss  experience  m  1  uerto 
Rico  really  compares  quite  favorably  with  the  experinece  in  the  States. 

Mr.  Andresen.  I  wish  you  would  put  those  figures  in  your  tables 

in  the  record,  if  you  would. 

Mr.  Isleib.  I  will  be  glad  to  do  so,  sir. 

(The  information  is  as  follows:) 


Federal  Land  Bank  of  Baltimore,  loans  closed  and  loss  experience,  organization  to  Dec.  81,  19^8 
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Mr.  Andresen.  They  have  had  some  land  laws  passed  in  Puerto 
Rico  relating  to  land  ownership,  and  things  of  that  kind.  I  recollect 
that  the  State  of  North  Dakota  has  a  law  that  prohibits  deficiency 
judgments  on  foreclosed  mortgages,  and  as  a  result,  the  I  ederal  land 
bank  has  refused  to  loan  any  money  in  the  State  of  North  Dakota. 

Are  there  any  laws  in  Puerto  Rico  that  are  comparable  that  might 
make  it  undesirable  for  the  Federal  Government  to  go  in  and  extend 
the  Federal  land  bank  system  into  the  islands? 

Mr.  Isleib.  No;  and  I  should  like  to  explain,  Air.  Congressman, 
that  the  law  in  North  Dakota  which  precludes  the  Federal  land  bank 
operating  there  is  a  pretty  strict  antideficiency  law  which  amounts 
in  effect  to  the  fact  that  a  borrower  cannot  be  held  personally  liable 
for  his  indebtedness,  that  the  creditor  can  only  rely  upon  the  collateral. 

Mr.  Poage.  What  it  does  up  there  is  to  give  you  no  moral  back¬ 
ground  whatever,  and  you  have  to  make  the  loan  entirely  upon  the 
collateral,  and  cannot  make  any  kind  of  a  loan  on  moral  risk  m  the 

State  of  North  Dakota.  ^  _  ,  .  ,  ,  , 

Mr.  Isleib.  The  entire  concept  of  the  Federal  land  bank  system 
being  cooperative  is  predicated  upon  personal  responsibility.  Mem¬ 
bers  endorse  one  another’s  loans,  and  they  take  the  losses.  In  P uerto 
Rico  there  are  no  such  laws.  I  understand  they  did  have  some  kind 
of  a  law  that  was  designed  to  limit  the  amount  of  acreage  that  a  par¬ 
ticular  landowner  could  own.  . 

I  believe  the  idea  there  was  to  break  up  some  of  the  larger  planta¬ 
tions.  But  I  do  not  know  of  any  legislation,  Mr.  Congressman,  that 
stands  in  the  way  of  F ederal  land  bank  loans  there. 

Mr.  Poage.  Might  it  not  be  said  that  if  such  legislation  was  passed 
in  Puerto  Rico,  that  the  reaction  of  the  land  bank  would  be  the  same 
as  it  was  in  North  Dakota,  and  there  would  be  nothing  m  this  bill  to 
prevent  vou  from  pulling  out  and  refusing  to  make  loans  ? 

Air.  Isleib.  Section  2  would  remove  the  limit  of  $50,000  on  any 
single  Federal  land  bank  loan.  The  requirements  would  continue  in 
the  act  that  any  loan  in  excess  of  $25,000  must  have  the  approval  of 
the  Land  Bank  Commissioner,  and  also  the  act  provides  that,  and  there 
would  be  no  change  contemplated  in  that,  that  preference  must  be 
given  by  the  Federal  land  banks  to  applications  of  $10,000  or  less. 

I  might  add  on  that  section  that  it  is  primarily  important  in  the 
ranch  country.  There  are  many,  many  ranchers  and  there  are  many 
areas  of  the  United  States  where  the  farmers,  the  ranchers,  are  in  effect 
deprived  of  the  services  of  the  Federal  land  bank  because  a  loan  ol 
$50,000  is  not  adequate  for  their  operation.  For  instance  Air  Chair¬ 
man,  there  are  some  counties  out  in  the  western  part  of  Texas  where  as 
much  as  a  third  or  two-thirds  of  the  ranchers  could  not  use  I  ederal 
land  bank  loans  because  in  their  ranching  operations,  although  they 
are  the  family-type  operation,  it  frequently  requires  credit  up  to  sixty, 
seventy-five,  eighty  thousand  dollars.  . 

Air.  Poage.  Do  you  not  find  those  to  be  the  roost  profitable  loans 

you  make?  „  ,,  . 

Mr.  Isleib.  Yes;  they  help  a  lot  of  smaller  loans  pay  their  way. 
'  Section  3  would  return  to  the  general  funds  of  the  Treasury  the 
$189,000,000  revolving  fund  which  has  previously  been  paid  back  by 
the  Federal  land  banks  and  is  now  held  in  a  revolving  fund,  and  would 
abolish  the  proviso  for  reimbursement  from  such  a  fund  of  the  *  ederal 
land  banks  in  the  future.  I  might  say  here  that  there  is  similar  pro¬ 
vision  in  the  1950  appropriation  act  for  the  Department  of  Agriculture. 
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Mr.  Poage.  As  I  understand  it,  that  is  the  surplus  that  has  beer 
accumulated  by  the  use  of  the  Government  capital.  The  $125,000,001 
of  Government  capital  is  still  there. 

Mr.  Isleib.  There  were  two  l'evolving  funds,  Mr.  Chairman;  one 
was  for  capital  stock,  $125,000,000,  which  is  not  in  this  bill. 

Mr.  Poage.  That  is  still  left  as  a  revolving  fund,  as  I  understand  it 

Mr.  Isleib.  Yes.  This  is  the  paid  in  surplus  revolving  fund  which! 
came  about  through  legislation  enacted  in  1933,  I  believe,  which  pro¬ 
vided  that  as  the  Federal  land  banks  found  it  necessary  to  make 
extensions  to  particular  borrowers,  that  this  money  would  be  paid 
into  their  surplus  account  to  enable  them  to  carry  those  loans.  We 
believe  that  it  has  served  its  purpose,  and  that  the  Federal  land  banks' 
have  sufficient  resources  of  their  own  to  carry  their  borrowers  through 
a  period  of  distress,  and  that  such  fund  would  not  be  necessarv  in  the 
future. 

Mr.  Poage.  Rather  than  taking  anything  away  from  the  General 
Treasury ,  this  bill  takes  money  about  which  there  might  have  been 
some  dispute  in  the  eyes  of  some  people,  some  would  claim  that  it 
belonged  to  the  banks,  but  rather  than  taking  anything  from  the 
General  Treasury  and  giving  it  to  the  banks,  this  takes  the  money,  i 
if  there  is  any  dispute  about  it,  that  it  might  be  questionable,  and  ■ 
gives  it  to  the  United  States  Government,  or  to  the  taxpayers  as  a 
whole. 

Mr.  Isleib.  It  cuts  all  strings  off  it  and  puts  it  in  the  general  fund 
of  the  Treasury,  and  in  effect  repeals  those  provisions  that  would  make 
such  fund  effective  in  the  future. 

Mr.  Poage.  Now,  as  I  understand  it,  the  money  is  simply  tied  up 
and  nobody  else  can  use  it. 

Mr.  Isleib.  It  is  held  there  in  the  Treasury. 

I  might  add  that  there  is  no  controversy  whatever  about  this  section 
of  the  bill  anywhere  that  I  know  of. 

Mr.  Poage.  I  do  not  know  of  any,  either. 

Mr.  Isleib.  Section  4  is  purely  a  technical  part  of  it,  the  first  part 
of  it.  We  presently  have  a  requirement  in  the  Farm  Loan  Act,  which 
makes  it  necessary  for  the  registrar  who  holds  the  notes  and  mortgages 
which  form  the  collateral  behind  Federal  land  bank  bonds  to  handle 
certain  accounting  transactions  that  also  have  been  handled  in  the 
Federal  land  banks,  so  that  there  is  duplictaion.  This  language  would 
make  it  possible  to  eliminate  that  duplication  without  in  any  way 
affecting  the  basic  procedure  for  having  the  registrar  be  the  custodian 
for  bond  collateral. 

There  is  a  further  provision  there  that  would  make  it  permissive  to 
the  Federal  land  hanks  whether  or  not  they  place  releases  of  mort¬ 
gages  of  record.  The  present  Farm  Loan  Act  gives  the  land  bank  no 
option.  They  must  place  the  release  of  record  and  that  has  been  a 
little  awkward  upon  occasion  because  frequently  the  members,  when 
they  pay  off  the  loans,  prefer  not  to  have  the  release  placed  of  record 
at  that  time.  They  would  prefer  to  themselves  place  it  of  record  as 
and  when  they  wish  to  do  so.  In  some  jurisdictions,  some  States 
require  by  State  law  that  all  creditors  place  such  documents  of  record. 
This  amendment  would  simply  make  it  possible  for  the  Federal  land 
banks  to  conform  to  local  usage.  Some  of  them  would  want  to  con¬ 
tinue  placing  all  releases  of  records;  they  all  would  where  required  by 
state  laws. 
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Mr.  Poage.  Where  required  by  State  law.  This  does  not  in  any 
wise  interfere  with  the  State  law. 

Mr.  Isleib.  That  is  right. 

Mr.  Poage.  You  are  still  required  to  do  it  if  the  State  law  requires 
it? 

Mr.  Isleib.  Yes. 

Mr.  Chairman,  I  believe  that  discusses  the  high  lights  of  the  pro¬ 
visions  of  the  bill,  unless  Mr.  Colvin  has  something  he  would  care  to 
add. 

Mr.  O’Sullivan.  That  option  to  put  the  release  of  the  mortgage 
on  record  or  not,  at  the  will  of  the  party  paying  the  mortgage,  is  that 
brought  about  by  the  fact  that  some  people  might  want  to  avoid  full 
taxation,  by  having  a  mortgage  unsatisfied  on  record,  and  not  pay 
the  full  taxes?  Does  it  cover  up  for  somebody  who  does  not  want  to 
pay  their  other  creditors? 

Mr.  Isleib.  I  do  not  know  exactly  what  prompts  a  borrower  to 
take  that  attitude.  WTien  I  inquired  about  it,  about  the  best  infor¬ 
mation  that  I  was  able  to  get  about  it  is  that  sometimes  there  are 
circumstances,  domestic  circumstances  of  one  kind  or  another,  that 
enter  into  the  situation.  But  I  an  sorry,  Mr.  Congressman,  I  cannot 
answer  more  fully  than  that. 

Mr.  O’Sullivan.  Could  you  ascertain  whether  it  was  just  a  sort 
of  an  aid  to  cover  something  up,  or  what?  Do  you  know? 

Mr.  Isleib.  I  do  not  think  so. 

Mr.  Poage.  May  I  suggest  in  that  connection,  I  cannot  see  that  it 
has  anything  to  do  with  the  taxes  that  a  man  would  owe  because  as  I 
understand  it,  this  applies  only  to  the  placing  of  the  release  on  record 
after  the  mortgage  is  canceled.  The  land  banks  want  to  place  the 
mortgage  on  record  as  long  as  the  mortgage  is  in  existence.  They 
will  keep  it  on  record  for  their  own  protection  until  the  debt  is  paid. 
After  their  debt  is  paid  the  banks  are  willing  for  the  landowner  to  do 
anything  he  wants. 

Mr.  O’Sullivan.  Do  they  pay  any  taxes  on  their  mortgages? 

Mr.  Isleib.  The  Federal  iand  banks;  no. 

Mr.  O’Sullivan.  It  is  an  entity  of  government.  I  did  not  think  so. 
Would  there  be  any  State  where  you  would  pay  taxes  on  the  net  value 
of  your  land,  less  the  mortgages? 

Mr.  Isleib.  I  do  not  know  of  any. 

Mr.  O’Sullivan.  I  was  just  wondering  why  it  was  necessary  to 
have  Congress  pass  a  law  to  help  somebody  cover  something  up. 

Mr.  Isleib.  I  do  not  believe  that  is  the  case.  I  believe  that  the 
Federal  land  banks  have  thought  that  they  were  placed  in  an  unusual 
position  bv  this  particular  requirement  of  the  act  in  many  areas.  It 
required  them  to  proceed  in  a  different  fashion  from  the  usual  custom 
in  the  jurisdictions  followed  by  farm  mortgage  creditors. 

Mr.  O’Sullivan.  In  other  words,  if  one  of  these  persons  had  a 
mortgage  and  had  paid  it  and  I  would  call  up  the  Federal  land  bank, 
I  would  not  be  able  to  get  any  information  as  to  whether  the  mortgage 
was  paid  or  not? 

Mr.  Isleib.  Oh,  yes. 

Mr.  O’Sullivan.  I  could? 

Mr.  Isleib.  Yes. 

Mr.  O’Sullivan.  They  make  free  disclosures  of  that  information? 
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Mr.  Isleib.  No ;  not  quite  that  way,  because  the  Federal  land  banks 
consider  information  about  particular  borrowers,  particular  members 
of  the  system,  financial  matters,  as  being  confidential,  so  far  as  the 
general  public  is  concerned,  that  is,  unless  they  are  authorized  by  the 
borrower. 

Mr.  O’Sullivan.  The  bill  merely  permits  the  Federal  land  bank 
to  follow  out  State  law,  and  the  will  of  the  person  that  borrowed  the 
money,  and  if  they  do  not  want  the  release  on  record,  then  it  is  not 
put  on  record. 

Mr.  Isleib.  I  should  say  for  the  information  of  the  committee  that 
several  of  the  Federal  land  banks  have  indicated  that  even  if  this  bill 
passes,  that  they  expect  to  continue  to  prepare  the  releases  and  place 
them  of  record,  just  as  they  have  heretofore. 

Mr.  Cotton.  Before  you  leave  that,  it  still  is  not  quite  clear  to  me 
why  that  is  necessary. 

Mr.  O’Sullivan.  Just  to  satisfy  the  will  or  whim,  or  the  desire  of  a 
person  borrowing  money  from  a  Federal  land  bank  who  has  paid  it  off, 
he  determines  whether  he  wants  it  to  show  paid  on  the  public  records  J 
or  not. 

Mr.  Cotton.  I  do  not  see  the  reason  for  it,  the  need  for  it. 

Mr.  O’Sullivan.  When  you  look  up  the  public  records  you  may  find 
whether  a  man’s  mortgage,  has  been  paid  or  not. 

Mr.  Cotton.  I  understand  that  but  I  do  not  understand  the 
Government  assisting  in  concealing  the  fact  that  the  mortgage  is  paid. 

Mr.  Poage.  It  seems  to  me  that  that  works  an  injustice  to  require 
this  lending  agency  to  follow  a  practice  that  is  not  required  of  their 
competitor  lending  agencies,  to  wit,  the  insurance  companies,  and  in 
those  States  where  the  policy  of  placing  all  releases  of  record  is  fol¬ 
lowed,  the  land  banks  will  under  this  bill  still  follow  that  practice; 
in  those  States  where  the  insurance  companies  are  not  required  and 
do  not  place  the  instrument  on  record,  the  land  bank  wants  to  follow 
the  same  practice  that  their  competitors  follow,  and  it  seems  to  me  to 
be  a  reasonable  proposition  that  they  should  be  allowed  to  have  the 
same  freedom  of  action  that  is  granted  the  other  lending  agencies  and 
it  is  only  on  that  basis  that  I  think  we  can  justify  the  procedure.  I 
will  agree  that  I  cannot  understand  why  it  is  done,  but  I  do  know 
that  there  are  people  who  do  not  want  their  releases  placed  on  record, 
but  I  cannot  say  that  we  should  pass  legislation  simply  to  accom¬ 
modate  that  group  but  it  does  seem  to  me  that  we  should  give  the 
land  bank  the  same  status  that  is  accorded  to  the  other  lending 
agencies. 

Mr.  O’Sullivan.  These  other  lending  agencies  you  mention  are 
not  entities  of  government,  and  no  entity  of  government  ought  to  ever 
do  a  thing  that  would  enable  another  to  perpetrate  a  fraud  upon 
someone  else,  or  to  show  the  puDlic  records  to  be  different  from  what 
they  actually  are.  I  think  it  is  primarily  the  purpose  of  an  entity  of 
government  to  have  a  situation  appear  exactly  as  it  is,  and  not  aid 
someone  who  for  some  reason  or  other,  not  the  best,  certainly,  will 
not  want  to  put  their  releases  on  record. 

Mr.  Poage.  I  can  explain  to  you  why  a  man  might  not  want  to 
place  it  of  record.  At  least  I  can  understand  it  when  you  have  a  lien 
of  record,  it  is  oftentimes  easier  to  transfer  that  lien  than  it  is  to  kill 
that  lien  and  create  a  new  one.  Oftentimes  you  may  have  had  home¬ 
stead  rights  intervene.  You  will  have  in  our  State  in  almost  three- 
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fourths  of  the  cases,  probably,  and  it  sometimes  greatly  simplifies 
your  refinancing  or  sales. 

Mr.  Cotton.  You  mean  it  helps  the  man  to  defraud  his  wife? 

Mr.  Poage.  I  do  not  think  so.  Under  our  law  you  cannot  make 
a  loan  on  homesteads  except  for  purchase  money,  for  construction,  or 
for  taxes.  There  are  only  three  purposes  for  which  you  can  create  a 
lien  on  the  homestead.  It  is  not  a  matter  of  defrauding  the  wife. 
You  cannot  put  a  valid  lien  on  a  homestead  even  with  the  wife’s 
joinder. 

Mr.  Cotton.  There  is  a  State  law  that  prevents  that? 

Mr.  Poage.  The  State  constitution. 

Mr.  Cotton.  This  is  to  circumvent  the  constitution? 

Mr.  Poage.  I  would  say  in  circumstances  it  would  enable  you 
much  more  ably  to  keep  that  lien  in  existence  or  to  put  a  new  lien  on 
if  this  were  allowed. 

Mr.  Albert.  I  do  not  see  how  you  can  do  that.  I  will  have  to 
object  to  the  provision.  If  the  loan  has  been  paid  off,  I  do  not  see 
how  you  can  transfer  an  invalid  lien. 

Mr.  Poage.  If  the  lien  ceases  to  exist,  I  suppose  it  better  cease  for 
all  purposes. 

Mr.  O’Sullivan.  They  could  take  an  assignment  of  it;  instead  of 
paying  off  the  loan,  make  an  assignment  of  the  mortgage  to  their  wife 
or  somebody,  and  then  that  mortgage  can  be  sold  to  others. 

Mr.  Isleib.  At  present  it  is  possible,  and  we  have  had  a  few  cases, 
usually,  and  maybe  I  should  say  exclusively  at  the  request  of  the 
boi’rower,  where  a  man  may  have  been  in  financial  trouble  and  has 
not  been  able  to  make  his  paj^ments,  and  some  member  of  his  family 
may  be  willing  to  come  to  his  rescue,  and  take  up  this  loan  for  him. 

Mr.  O’Sullivan.  Take  an  assignment. 

Mr.  Isleib.  We  have  had  a  few  instances  of  that  kind  where  the 
Federal  land  banks,  in  order  to  help  the  farmer  out,  and  at  his  request 
have  assigned  their  mortgage  to  some  friendly  creditor.  That  is 
under  the  present  act.  This  would  make  no  change  in  that  whatso¬ 
ever.  But  the  cases  are  few  and  far  between,  of  course. 

Mr.  Colvin.  So  there  will  be  no  misunderstanding  about  the  grant¬ 
ing  of  the  release  of  mortgage  under  this  plan,  just  as  they  do  at  the 
present  time,  the  land  bank  will  issue  a  formal  release  on  the  mortgage. 
That  will  be  sent  to  the  local  association,  and  in  turn  given  to  the 
borrower,  so  that  on  the  record  of  the  Federal  land  bank  the  mortgage 
is  formally  canceled.  I  thought  there  might  have  been  some  misunder¬ 
standing  of  that. 

Mr.  Poage.  I  think  Mr.  Albert  is  correct  in  that.  There  has  been 
a  quorum  call. 

Mr.  O’Sullivan.  One  further  question.  When  you  were  dis¬ 
cussing  the  loan  bill,  I  am  not  sure  that  I  understood  correctly,  and 
so  that  there  would  not  be  a  blot  placed  upon  the  State  of  North 
Dakota,  one  of  my  neighboring  States,  I  state  that  I  understood  Mr. 
Poage  to  say  someting  similar  to  this,  that  the  Federal  land  banks 
in  North  Dakota  do  not  make  loans  on  the  borrower’s  moral  responsi¬ 
bility. 

Mr.  Isleib.  The  Federal  land  bank  cannot  make  loans  in  North 
Dakota. 

Mr.  O’Sullivan.  That  is  what  I  wanted  to  bring  out.  The 
Federal  land  bank  never  in  any  State  in  the  Union  or  any  place  where 
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it  can  operate,  has  ever  made  loans  solely  on  one's  moral  responsibility, 
and  that  is  not  particularly  true  in  North  Dakota,  but  it  is  true 
every  place  else.  What  they  make  their  loans  on  is  collateral,  and  on 
the  land,  and  then  if  the  land  will  not  pay  out,  they  may  secure  in 
some  States  a  deficiency  judgment  against  the  borrower  which  they 
can  fall  back  on  to  satisfy  the  mortgage  in  whole  or  part. 

Mr.  Albert.  They  also  take  a  credit  statement  on  the  borrower. 

Mr.  Isleib.  They  fall  back  on  the  endorsement. 

Mr.  O’Sullivan.  So  that  it  is  not  correct  to  say  that  North  Dakota 
has  been  singled  out  as  one  place  where  the  Federal  land  bank  does 
not  make  any  loans  on  one’s  moral  responsibility.  That  is  true,  is  it 
not? 

Mr.  Isleib.  Well,  the  Federal  Farm  Loan  Act  of  course  is  uniform 
for  the  whole  United  States. 

Mr.  O’Sullivan.  They  never  did  make  loans  on  one’s  face  or  moral 
responsibility,  did  they? 

Mr.  Isleib.  But  they  have  to  rely  on  that  through  the  cooperative 
machinery  of  the  Federal  land  banks,  because  by  the  endorsement  of 
the  farmers,  through  their  association,  where  defaults  occur,  with 
resultant  losses,  the  member  is  responsible  for  that  and  if  he  cannot 
pay,  or  cannot  be  made  to  pay,  then  the  association  is  responsible  for  it. 

Mr.  O’Sullivan.  Of  course,  one  of  the  things  that  is  taken  into 
consideration  by  anyone  who  makes  loans  is  the  moral  responsibility 
and  the  face  value  of  the  man,  independent  of  his  collateral,  but  the 
Federal  land  bank  does  not  have  any  different  rule  in  North  Dakota 
than  they  do  any  place  else. 

Mr.  Isleib.  No;  it  is  a  State  law  in  that  State. 

Mr.  O’Sullivan.  Which  wipes  out  the  right  to  get  a  deficiency 
judgment. 

Mr.  Isleib.  Yes. 

Mr.  O’Sullivan.  It  puts  the  obligation  upon  the  party  making 
the  loan  to  be  sure  that  he  has  enuogh  collateral,  and  if  he  relies  upon 
the  collateral,  that  is  all  he  can  pursue. 

Mr.  Isleib.  And  the  Federal  Farm  Loan  Act  requires  the  personal 
responsibility,  so  in  effect  the  land  bank’s  hands  are  tied  and  cannot 
make  loans  there. 

Mr.  O’Sullivan.  Because  the  land  bank  does  not  want  to  in 
North  Dakota  under  the  State  law,  they  do  not  want  to  look  to  the 
collateral  alone  and  rely  exclusively  upon  the  collateral  or  any  en¬ 
dorsement.  They  do  not  want  to  do  that.  They  still  want  to  follow 
the  man  personally  and  make  him  personally  liable  by  getting  the 
deficiency  judgment  against  him  for  the  difference  and  not  to  collect 
it  from  the  security  and  other  sources  alone. 

Mr.  Albert.  A  parliamentary  inquiry:  Is  it  the  intention  to  vote 
this  out  before  we  answer  the  roll  call? 

Mr.  Poage.  I  had  hope  we  might  finish  the  first  one. 

The  committee  will  stand  at  ease  for  a  few  minutes  while  the 
members  go  answer  this  rill  call.  I  assume  that  is  all  of  the  questions 
that  anybody  wanted  to  ask  on  this  bill.  I  understand  we  have  the 
Lemke  and  Burdick  bills  up  later. 

We  will  close  the  hearings  on  this  bill. 

(Thereupon  at  3  p.  m.,  the  committee  proceeded  to  other  business.) 
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THURSDAY,  APRIL  7,  1949 

House  of  Representatives, 

Subcommittee  No.  1  of  the 

Committee  of  Agriculture, 

Washington,  D.  C. 

Subcommittee  No.  1  met  at  10  a.  m.  to  consider  H.  R.  848,  Hon. 
R.  W.  Poage  (chairman  of  the  subcommittee)  presiding. 

Mr.  Poage.  The  committee  will  come  to  order. 

I  would  like  to  say  that  we  have  had  this  bill  before  the  Committee 
before.  We  held  hearings  on  it  last  year.  This  year  we  held  rather 
extended  conference  on  the  subject,  at  which  time  representatives  of  a 
number  of  interested  parties  were  present  with  the  committee.  We 
went  into  most  of  the  features  of  the  proposed  bill,  which  is  but  a  re¬ 
write  of  the  bill  that  was  before  the  committee  last  year  at  which  time 
complete  hearings  were  held  before  the  full  committee. 

(The  bill  is  as  follows:) 

[H.  R.  848,  81st  Cong.,  1st  sess.] 

A  BILL  To  provide  for  retirement  of  the  Government  capital  in  the  central  and  regional  banks  for 

cooperatives,  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  section  35  of  the  Farm  Credit  Act  of  1933,  as 
amended  (title  12,  U.  S.  C.  1134k),  is  amended  to  read  as  follows: 

“(a)  Hereafter  each  regional  bank  for  cooperatives  shall  have  three  classes  of 
stock,  namely,  class  A,  class  B,  and  class  C.  The  class  A  stock  shall  be  that  now 
or  hereafter  issued  to  and  held  by  the  Governor  of  the  Farm  Credit  Administration 
on  behalf  of  the  United  States,  and  such  stock  shall  continue  to  be  nonvoting,  to 
have  a  par  value  of  $100,  and  to  be  preferred  in  dissolution  or  liquidation  of  the 
banks.  Class  B  stock  shall  be  nonvoting  stock  of  a  par  value  of  $100  and  may  be 
issued  only  at  par  and  may  be  sold  or  transferred  to  anyone  subject  to  the  approval 
of  the  board  of  directors  of  the  issuing  bank.  Any  cooperative  association  as 
defined  in  section  15  (a)  of  the  Agricultural  Marketing  Act,  as  amended  (title  12, 
U.  S.  C.  1 1 4 1  j) ,  owning  class  B  stock  of  a  par  value  of  not  less  than  $1,000  may 
purchase  class  C  stock  of  a  par  value  of  $100  and  thus  become  eligible  to  vote.  In 
liquidation  or  dissolution  class  B  stock  shall  be  junior  to  class  A,  but  shall  be  pre¬ 
ferred  over  class  C  stock.  After  all  class  A  stock  has  been  retired,  class  B  stock 
may  be  called  for  retirement  at  par  and  shall  be  called  serially  so  that  the  oldest 
outstanding  stock  at  any  given  time  will  be  first  retired.  Any  holder  of  class  B 
stock  whose  stock  has  been  called  for  retirement  may  elect,  with  the  approval  of  the 
issuing  bank,  to  leave  his  stock  in  the  bank  subject  to  its  being  included  in  the  next 
call  for  retirement.  After  all  class  A  stock  has  been  retired,  dividends  of  not  to 
exceed  4  per  centum  per  annum  may  be  paid  on  class  B  stock  if  declared  by  the 
board  of  directors  and  approved  by  the  Governor  of  the  Farm  Credit  Administra¬ 
tion:  Provided,  That  the  surpluses  of  the  bank,  after  the  payment  of  such  divi¬ 
dends,  are  greater  than  25  per  centum  of  its  outstanding  capital  stock  and  guar¬ 
anty  funds. 

“Class  C  stock  shall  have  a  par  value  of  $1  per  share.  No  dividends  shall  be 
paid  thereon.  Each  holder  of  class  C  stock  eligible  to  borrow  from  a  bank  for 
cooperatives  shall  be  entitled  to  one  vote.  From  time  to  time  each  regional  bank 
for  cooperatives  shall  obtain  information  concerning  its  class  C  stockholders  to 
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determine  whether  they  continue  to  be  eligible  to  borrow  from  the  bank  and  any 
class  C  stockholder  found  by  the  bank  to  be  ineligible  shall  not  be  entitled  to  vote 
until  its  eligibility  is  reestablished  to  the  satisfaction  of  the  bank. 

“Each  cooperative  association  borrowing  from  a  regional  bank  for  cooperatives  : 
shall  be  required  to  own  at  the  time  the  loan  is  made  at  least  one  hundred  shares 
of  class  C  stock  of  a  total  par  value  of  $100  and  the  purchase  price  of  such  stock 
may  be  retained  out  of  the  loan.  In  addition,  class  C  stock  shall  be  issued  at  the 
■close  of  each  fiscal  year — 

“(1)  for  amounts  paid  to  a  regional  bank  for  cooperatives  for  capital  in 
connection  with  loans  by  a  borrowing  association  during  that  fiscal  year  as 
herein  provided;  and 

“(2)  for  patronage  refunds  that  have  been  authorized  by  the  board  of 
directors  of  the  bank  and  approved  by  the  Governor  of  the  Farm  Credit 
Administration. 

“Each  borrowing  cooperative  association  shall  be  required  to  invest  in  the  class 
C  capital  stock  of  the  bank  for  cooperatives  an  amount  equal  to  not  less  than  10 
nor  more  than  25  per  centum,  as  provided  from  time  to  time  by  the  Governor  of  1 
the  Farm  Credit  Administration  for  all  such  banks,  of  the  amount  of  interest  paid 
by  the  association  on  its  loans;  payments  for  this  stock  shall  be  made  quarterly 
or  when  the  regular  interest  payments  of  the  association  are  made.  Class  C  stock  , 
shall  be  issued  to  the  association  in  the  amount  of  the  payments  at  the  end  of 
each  fiscal  year. 

“In  any"  case  in  which  a  cooperative  association  applying  for  a  loan  is  not  1 
authorized  under  the  law  of  the  State  in  which  it  is  organized,  to  take  stock  in  the 
bank,  the  bank  shall,  in  lieu  thereof,  require  the  association  to  pay  into  or  have  ; 
on  deposit  in  a  guaranty  fund  of  the  bank,  or  the  bank  may  retain  out  of  the  | 
amount  of  the  loan  and  credit  the  guaranty  fund  with  such  amount,  if  any,  as  is  | 
necessary  to  provide  the  association  with  an  interest  in  the  guaranty  fund  equal 
to  the  minimum  amount  of  class  C  stock  of  the  par  value  of  $100  which  the  asso¬ 
ciation  would  otherwise  be  required  to  own  at  the  time  the  loan  is  made.  Any  i 
such  association  may  make  additional  payments  into  the  guaranty  fund  from  ,, 
time  to  time  in  lieu  of  the  purchase  of  class  B  stock.  To  the  extent  permitted  j 
under  the  laws  of  a  State  in  which  a  cooperative  association  is  organized,  the  rights  S 
and  status  of  any  cooperative  association  making  payments  into  the  guaranty 
fund  in  lieu  of  either  class  B  or  class  C  stock  shall  be  the  same  as  though  they  were  ! 
holders  of  class  B  or  class  C  stock,  respectively.  In  the  event  that  it  is  shown  to  j 
the  satisfaction  of  the  Governor  of  the  Farm  Credit  Administration  that  any 
cooperative  association,  otherwise  eligible  to  borrow,  is  prohibited  from  taking  ; 
stock  in  a  bank  for  cooperatives  or  from  making  payments  into  its  guaranty 
funds,  such  cooperative  association  may  borrow  from  the  bank  for  cooperatives 
on  meeting  such  terms  and  conditions  as  may  be  specified  by  him.  Each  bank 
for  cooperatives  has  an  enforceable  first  lien  on  all  stock  or  guaranty  fund  invest¬ 
ment  of  cooperative  associations  in  the  bank  as  additional  collateral  for  any 
indebtedness  of  any  such  association  to  the  bank. 

“At  the  end  of  each  fiscal  year,  the  board  of  directors  of  each  bank  for  co¬ 
operatives  shall  determine  the  amount  of  class  A  stock  that  shall  be  retired  at 
par  by  that  bank,  subject  to  the  approval  of  the  Governor  of  the  Farm  Credit 
Administration;  but  the  minimum  amount  of  class  A  stock  that  shall  be  retired 
shall  be  equivalent  to  the  amount  of  class  C  stock  and  comparable  guaranty  funds 
issued  or  credited  for  that  year,  other  than  class  C  stock  issued  by  a  regional 
bank  on  account  of  class  C  stock  issued  to  it  by  the  Central  Bank  for  Coopera¬ 
tives:  Provided,  That,  in  any  event,  not  less  than  $28,500,000  of  class  A  stock 
shall  be  retired  within  five  years  from  the  effective  date  of  this  Act.  Funds  from 
the  retirement  of  class  A  stock  shall  be  paid  into  the  revolving  fund  authorized 
by  the  Agricultural  Marketing  Act,  as  amended,  and  shall  continue  to  be  avail¬ 
able  for  purchase  of  stock  in  the  banks  in  accordance  with  the  applicable  statutory 
provisions. 

“(b)  The  provisions  of  subsection  (a)  hereof  shall  apply  in  all  respects  to.  stock 
of  the  Central  Bank  for  Cooperatives,  except  that  class  B  and  class  C  stock  issued 
by  the  Central  Bank  to  a  borrowing  association  may  be  transferred  by  it  only  to 
a  regional  bank  for  cooperatives.  In  order  to  enable  each  regional  bank  for  co¬ 
operatives  to  vote  for  directors  in  the  Central  Bank,  it  may  buy  class  C  stock  in 
the  Central  Bank  in  the  minimum  amount  of  $100.  Cooperative  associations 
eligible  to  borrow  from  the  Central  Bank  for  Cooperatives  may  buy  class  B  stock 
or  make  payments  into  the  guaranty  fund  in  the  regional  bank  in  the  district  in 
which  the  headquarters  office  of  the  borrowing  cooperative  is  located,  or  in  such 
other  regional  bank  or  banks  for  cooperatives  as  the  Governor  of  the  Farm  Credit 
Administration  may  prescribe  for  the  purpose  of  having  any  such  regional  bank 
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buy  an  equal  amount  of  class  B  stock  in  the  Central  Bank  for  Cooperatives ;  and 
in  any  case  in  which  any  buyer  of  class  B  stock  in  a  regional  bank  for  cooperatives 
so  requests  at  the  time  of  purchase,  the  regional  bank  for  cooperatives  shall  pur¬ 
chase  a  corresponding  amount  of  class  B  stock  in  the  Central  Bank  for  Coopera¬ 
tives  if  approved  by  the  Governor  of  the  Farm  Credit  Administration. 

“Cooperative  associations  borrowing  from  the  Central  Bank  shall  be  required 
to  own  class  C  stock  therein  or  make  payments  into  its  guaranty  fund  as  though 
they  were  borrowing  of  a  regional  bank  for  cooperatives;  and  they  shall  also  be 
required  to  furnish  capital  in  the  same  manner  and  form  as  though  they  were 
borrowing  of  a  regional  bank  for  cooperatives,  and  capital  so  furnished  shall  be 
evidenced  by  stock  issued  to  a  regional  bank  as  prescribed  by  the  Governor  of 
the  Farm  Credit  Administration,  which  regional  bank  shall  then  issue  class  C 
stock  or  make  guaranty  fund  credits  to  the  cooperative  association  furnishing 
such  capital.  Patronage  refunds  declared  at  the  end  of  a  fiscal  year  by  the 
Central  Bank  for  Cooperatives  on  account  of  business  done  by  cooperative  asso¬ 
ciations  and  by  the  regional  banks  for  cooperatives  with  the  Central  Bank  tor 
Cooperatives  shall  be  paid  in  class  C  stock  which  shall  be  issued  to  the  regional 
banks  for  cooperatives  as  prescribed  by  the  Governor  of  the  Farm  Credit  Admin¬ 
istration  and  the  regional  banks  concerned  shall  issue  an  amount  of  its  class  C 
stock  or 'make  guaranty  fund  credits  on  a  pro  rata  basis  to  the  borrowing  co¬ 
operative  associations  covering  the  part  of  the  refunds  made  by  the  Central  Bank 
for  Cooperatives  on  account  of  their  business.  All  provisions  of  law  with  respect 
to  class  A,  class  B,  and  class  C  stock  and  guaranty  funds  relative  to  the  regional 
banks  for  cooperatives,  including  the  retirement  of  such  stock  and  guaranty  funds 
and  dividends  thereon,  and  all  provisions  of  law  relative  to  the  making  of  patron¬ 
age  refunds,  shall  apply  to  the  Central  Bank  for  Cooperatives  except  as  they  may 
be  inconsistent  with  the  provisions  of  this  subsection  (b).” 

Sec.  2.  Section  36  of  the  Farm  Credit  Act  of  1933,  as  amended  (title  12,  U.  b.  C. 

11341),  is  hereby  amended  to  read  as  follows:  .  ,  „  , 

“The  central  and  regional  banks  for  cooperatives  shall,  at  the  end  of  each  fiscal 
year  subject  to  the  approval  of  the  Governor  of  the  Farm  Credit  Administration, 
apply  their  savings  after  the  payment  of  operating  expenses  during  the  fiscal  year, 
first  to  making  up  any  losses  incurred;  second,  to  the  restoring  to  par  value  the 
amount  of  impairment,  if  any,  of  outstanding  capital  stock  and  o  the  guaranty 
fund  as  determined  by  its  board  of  directors;  third,  to  establishing  adequate 
reserves;  fourth,  at  least  25  per  centum  of  such  sawings  remaining  shall  be  used 
to  create  and  maintain  any  surplus  accounts  which  shall  be  created  after  the 
effective  date  of  the  Banks  for  Farmers’  Cooperative  Act  of  1948,  until  the  sum 
of  these  new  surplus  accounts  and  the  old  surplus  accounts  on  hand  as  of  that 
date  equal  at  least  25  per  centum  of  the  sum  of  all  outstanding  class  A,  B,  and  l 
capital  stock  and  any  guaranty  funds;  fifth,  to  paying  patronage  refunds  if  declared 

by  the  board  of  directors.  ,  „  ,  . ,  . 

‘  “The  patronage  refunds  of  each  regional  bank  for  cooperatives  shall  be  paid  in 
class  C  stock  to  cooperative  associations  that  were  borrowers  during  the  fiscal  year 
for  which  the  refunds  are  declared;  patronage  refunds  of  the  Central  Bank  tor 
Cooperatives  shall  be  paid  in  class  C  stock  to  the  regional  banks  for  cooperatives; 
and  that  part  of  such  refunds  that  was  derived  from  the  business  of  cooperative 
associations  shall  be  evidenced  by  Class  C  stock  issued  to  such  cooperative 
associations  by  any  such  regional  bank  for  cooperatives.  All  patronage  refunds 
shall  be  paid  in  the  proportion  that  the  amount  of  interest  paid  by  a  borrower  bears 
to  the  total  interest  paid  by  all  borrowers  during  the  fiscal  year 

“When  the  total  of  new  and  old  surpluses  of  any  regional  bank  for  cooperatives 
or  the  Central  Bank  for  Cooperatives  exceeds  25  per  centum  of  the  unimpaired 
sum  of  all  its  class  A,  B,  and  C  stock  outstanding  and  guaranty  fund,  an  amount 
of  the  new  surplus  equal  to  such  excess  and  any  reserves  deemed  unnecessary  tor 
reserve  purposes  may  be  distributed  in  class  C  stock  or  guaranty  fund  credits  to 
the  associations  and  regional  banks  for  cooperatives,  to  which  they  are  here  >y 
required  to  be  allocated  on  a  patronage  basis  by  fiscal  years,  if  such  action  is 
authorized  by  the  board  of  directors  of  the  bank  and  approved  by  the  Governor 
of  the  Farm  Credit  Administration.  In  the  making  of  such  distributions,  the 
oldest  outstanding  allocations  of  new  surpluses  and  reserves  shall  be  distributed 

“After  the  retirement  of  all  class  A  stock  at  par,  class  C  stock  may  be  retired 
at  par  by  calling  the  oldest  outstanding  class  C  stock  and  corn  parable  guaranty 
fund  credits,  but  class  C  stock  that  was  issued  for  a  fiscal  year  period  shall  not  be 
called  for  retirement  until  all  class  B  stock  that  was  issued  during  or  prior  to  that 
fiscal  year  has  been  called  or  an  offer  has  been  made  for  its  retirement. 
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“In  the  case  of  liquidation  or  dissolution  of  any  bank,  after  the  payment,  first, 
of  all  liabilities;  second,  of  all  class  A  stock  at  par;  third,  of  all  class  B  stock  at  par; 
fourth,  of  all  class  C  stock  or  guaranty  fund  credits  at  par;  any  surpluses  and 
reserves  which  were  on  hand  as  of  the  effective  date  of  the  Banks  for  Farmers’ 
Cooperatives  Act  of  1948  will  be  paid  to  the  holders  of  class  A,  B,  and  C  stock  and 
comparable  holders  of  guaranty  fund  credits  as  of  the  date  of  liquidation  or  dissolu¬ 
tion  in  the  same  proportions  as  distributions  were  made  as  of  that  date  in  the 
retirement  of  capital  stock,  and  any  other  remaining  surpluses  and  reserves  shall 
be  distributed  on  an  equitable  basis  to  those  entities  to  which  they  were  allocated. 
If  necessary  to  use  any  surplus  or  reserves  to  pay  any  liabilities  or  to  retire  any 
capital  stock,  new  surpluses  and  reserves  shall  be  exhausted  first.” 

Sec.  3.  Section  31  of  the  Farm  Credit  Act  of  1933,  as  amended  (title  12, 
U.  S.  C.  1134g),  is  hereby  amended  to  read  as  follows: 

‘/The  number  of  directors  of  the  Central  Bank  for  Cooperatives  shall  be  seven. 
Of  this  number,  two  shall  be  elected  by  the  cooperative  associations  determined  by 
the  bank  to  be  eligible  to  vote,  two  shall  be  elected  by  the  board  of  directors  of  the 
regional  banks  for  cooperatives  from  among  the  members  of  the  boards  of  directors 
of  the  twelve  farm  credit  districts,  two  shall  be  appointed  by  the  Governor  of 
the  Farm  Credit  Administration,  and  the  Cooperative  Bank  Commissioner  shall 
be  an  ex  officio  member  and  shall  be  chairman  of  the  board  of  directors  and  its 
chief  executive  officer.  Of  the  directors  elected  or  appointed  after  the  effective 
date  of  the  Banks  for  Farmers’  Cooperatives  Act  of  1948,  one  director  in  each  of  the 
three  groups  shall  be  elected  or  appointed  for  one  year  and  one  for  two  years,  and 
thereafter  each  director  shall  be  elected  or  appointed  for  a  term  of  three  years. 
The  terms  of  the  existing  directors  shall  expire  upon  the  appointment  and  election 
and  qualification  of  directors  chosen  in  accordance  with  this  section.  The  board 
of  directors  of  the  Central  Bank  for  Cooperatives  shall  have  the  power  to  adopt 
bvlaws  subject  to  the  approval  of  the  Governor  of  the  Farm  Credit  Administration, 
and  in  addition  to  the  duties  herein  provided  such  bylaws  may  prescribe  other 
duties,  responsibilities,  and  authorities  of  the  board  of  directors.  No  compensa¬ 
tion  shall  be  paid  any  director  as  a  director  of  the  corporation,  but  the  corporation, 
subject  to  the  approval  of  the  Governor,  may  allow  directors  a  reasonable  per  diem 
and  expenses. 

Sec.  4.  Section  32  of  the  Farm  Credit  Act  of  1933,  as  amended  (title  12, 
U.  S.  C.  1134h),  is  hereby  repealed. 

Sec.  5.  Section  37  of' the  Farm  Credit  Act  of  1933,  as  amended  (title  12, 
U.  S.  C.  1134m),  is  hereby  amended  by  substituting  the  word  “paragraph”  for 
the  word  “section”  in  the  next  to  the  last  sentence  thereof  and  by  adding  thereto 
the  following  new  paragraph: 

“Consolidated  debentures  may  be  issued  by  the  Central  Bank  for  Cooperatives 
for  and  on  behalf  of  itself  and  the  regional  banks  for  cooperatives  in  the  manner 
and  form  and  on  terms  and  conditions  approved  by  the  Governor  of  the  Farm 
Credit  Administration.  Such  debentures  shall  be  made  payable  at  the  Central 
Bank  for  Cooperatives  and  may  be  made  payable  at  any  Federal  Reserve  bank  or 
banks  designated  in  the  face  of  the  debentures.  They  shall  be  the  joint  and  several 
obligations  of  the  Central  Bank  for  Cooperatives  and  of  the  regional  banks  for 
cooperatives,  and  each  of  such  banks  is  hereby  authorized  and  directed  to  take 
such  action  as  is  necessary,  to  become  obligated  for  such  debentures.  They  may 
be  unsecured  or  secured  bv  collateral,  with  power  of  substitution,  specified  by  the 
Governor  of  the  Farm  Credit  Administration  lodged  with  a  custodian  or  custodians 
approved  by  the  Governor.  The  total  amount  of  such  consolidated  debentures 
which  may  be  issued  and  outstanding  at  any  time  shall  not  exceed  ten  times  the 
capital  and  surplus  of  the  central  and  regional  banks  for  cooperatives.  In  order 
to  furnish  such  consolidated  debentures,  the  Secretary  of  the  Treasury  is  hereby 
authorized  to  prepare  suitable  debentures  in  such  form  and  denominations  as  the 
Governor  of  the  Farm  Credit  Administration  may  prescribe,  such  debentures  when 
prepared  to  be  held  in  the  Treasury  subject  to  delivery  upon  order  of  the  Governor 
of  the  Farm  Credit  Administration.  The  engraved  plates,  dies,  bed-pieces,  and 
so  forth,  executed  in  connection  therewith  shall  remain  in  the  custody  of  the 
Secretary  of  the  Treasury.  Any  expenses  incurred  in  the  preparation,  custody, 
and  delivery  of  such  consolidated  debentures  shall  be  paid  by  the  Secretary  of 
the  Treasury  from  any  funds  in  the  Treasury  not  otherwise  appropriated: 
Provided,  however,  That  the  Secretary  shall  be  reimbursed  for  such  expenditures  by 
the  central  and  regional  banks  for  cooperatives.  Such  consolidated  debentures 
shall  be  lawful  investments  and  may  be  accepted  as  security  for  all  fiduciary,  trust, 
and  public  funds,  the  investment  or  deposit  of  which  shall  be  under  the  authority 
or  control  of  the  United  States  or  of  any  officer  or  officers  thereof.” 
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Sec.  6.  Section  80  of  the  Farm  Credit  Act  of  1933,  as  amended  (title  12, 

XJ  s  C.  638),  is  hereby  amended  by  adding  a  new  subsection  (c)  as  follows: 

“(c)  Notwithstanding  any  other  provision  of  law,  any  officer  or  employee  of  the 
Farm  Credit  Administration  or  of  the  central  or  any  regional  bank  for  cooperatives 
designated  to  act  as  custodian  of  collateral  securing  loans  made  by  any  such  bank 
to  anv  cooperative  association  eligible  to  borrow  therefrom  may,  with  the  approval 
of  and  upon  terms  and  conditions  approved  by  the  Farm  Credit  Administration, 
act  at  the  same  time  as  custodian  of  collateral  securing  loans  made  by  any  other 
lenders  to  any  cooperative  association  eligible  to  borrow  from  any  such  bank. 

Sec.  7.  This  Act  shall  be  known  as  the  “Banks  for  Farmers’  Cooperatives  Act 
of  1948”.  That  Act  shall  be  applicable  to  loans  made  before  its  effective  date 
only  from  the  date  on  which  they  are  changed  by  agreement  to  conform  thereto, 
otherwise  such  loans  shall  be  treated  as  though  that  Act  had  not  been  enacted. 
Any  cooperative  association  having  stock  or  guaranty  fund  credits  in  any  bank  tor 
cooperatives  on  the  effective  date  of  this  Act  shall  be  entitled  to  have  such  stock  or 
credits  retired  as  though  this  Act  had  not  been  enacted,  and  anv  such  association 
may  have  such  stock,  if  it  is  found  eligible  to  own  class  B  or  class  C  stock,  converted 
in  whole  or  in  part  into  class  B  or  class  C  stock:  Provided,  That  any  such  stock 
which  has  not  been  retired  or  so  converted  within  ninety  days  after  the  effective 
date  of  this  Act  and  which  is  not  then  required  as  the  basis  for  an  outstanding  loan 
or  loans  shall  then  be  converted  to  class  C  stock  by  the  bank. 

Sec.  8.  This  Act  shall  take  effect  sixty  days  after  its  enactment. 

So  far  as  I  know,  the  only  witnesses  who  were  not  heard  last  year 
and  who  might  desire  to  be  included  in  the  record  at  this  time  ai  e  the 
representatives  of  the  General  Accounting  Office.  I  understand  they 

are  present  now.  . 

We  will  hear  from  Mr.  Smith  of  the  General  Accounting  Office  now. 

STATEMENT  OF  FREDERIC  H.  SMITH,  ASSISTANT  DIRECTOR, 
CORPORATION  AUDITS  DIVISION,  GENERAL  ACCOUNTING 
OFFICE 

Mr.  Smith.  My  name  is  Frederic  H.  Smith.  I  am  Assistant  Dir¬ 
ector  of  the  Corporation  Audits  Division  of  the  General  Accounting 

I  would  like  to  have  it  rather  thoroughly  understood  before  I 
begin  that  our.  Office  does  not  have  any  position,  either  as  advocate 
for,  or  in  opposition  to,  any  of  the  features  of  this  bill.  1  am  here 
today  merely  to  point  out  the  financial  aspects  of  the  operation  oi  the 
bill,  particularly  with  respect  to  the  disposition  of  the  now-existing 
surplus  in  the  banks  for  cooperatives. 

This  bill,  H.  R.  848,  provides  for  the  establishment  of  three  classes 
of  stock.  Class  A  stock,  in  which  we  are  primarily  interested,  is 
that  stock  representing  the  Government ’s  investment  in  the  banks  101 
cooperatives.  Under  this  bill  this  stock  apparently  does  not  have  the 
opportunity  to  participate  in  any  dividends  from  the  corporation, 
which  is  somewhat  different  than  existing  legislation. 

The  retirement  of  this  class  A  stock  which  this  bill  contemplates 
will  be  as  stated  on  line  16  on  page  5,  that  class  A  stock  shall  Vie  re¬ 
tired  at  par.  We  understand  those  words  to  mean  that  the  banks 
will  pay  back  to  the  Government  only  the  par  value  of  the  amount  they 
paid  in,  without  having  added  to  that  payment  any  of  the  surplus 
that  has  accumulated  from  the  date  of  payment. 

On  June  30,  1948,  the  whole  surplus,  including  the  statutory  reserve 
and  the  reserve  for  contingencies  established  by  the  banks  aggiegated 
forty-three  million  four  hundred  thousand-and -some-odd  dollars.  At 
that  time  the  Government  had  an  investment  in  the  banks  of  $178,- 
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500,000,  and  the  cooperative  borrower  associations  had  an  investment 
of  about  $1,800,000,  or  approximately  95  percent  by  the  Government 
and  5  percent  investment  by  the  cooperative  associations. 

This  ratio  of  investment  by  the  Government  and  the  cooperative  ; 
associations  has  been  approximately  in  that  same  ratio  since  the 
banks  were  organized.  In  fact,  I  believe  this  ratio  at  June  30,  1948,  l 
was  a  little  bit  higher  than  it  had  been  previously.  All  of  this 
$43,000,000  surplus  that  we  are  talking  about  was  acquired  through 
utilization  of  funds  furnished  by  the  United  States  Government. 

There  has  never  been  any  repayment  to  the  Government  of  any  of 
the  earnings  by  the  banks.  Although  the  law  states  that  up  to  7 
percent  dividends  can  be  paid  annually,  there  never  have  been  any 
dividends  paid.  At  June  30,  1948,  it  was  apparent  that  this  surplus  I 
was  earned  entirely  by  the  investment  of  the  funds  of  the  Government.  }> 

I  would  like  to  point  out  that  if  this  bill  becomes  law  as  written,  1  >. 
that  $43,000,000  of  surplus  will  be  retained  by  the  banks  for  the  ! 
benefit  of  the  private  stockholders  or  the  borrowers,  the  borrowing 
cooperatives.  That,  of  course,  was  the  situation  that  existed  when  jjj 
the  land  banks  became  privately  owned,  and  whether  or  not  that  ■ 
condition  should  obtain  with  respect,  to  the  banks  for  cooperatives  Ij 
is  a  matter  for  Congress  to  decide  as  a  matter  of  policy. 

I  think  that  explains  what  I  had  to  say.  If  there  are  any  questions 
about  this  matter,  I  would  be  glad  to  give  you  any  further  information. 

Air.  Poage.  You  made  the  statement  that  it  was  obvious  that  all 
of  this  surplus  was  made  on  the  investment  of  Federal  money.  It 
seems  to  me  that  that  is  about  substantially  true,  but  actually  at 
all  times  there  has  been  some  investment  of  capital  on  the  part  of 
the  borrowers,  has  there  not? 

Air.  Smith.  There  has  been  a  small  amount  of  investment  by  the  1 
borrowers.  As  I  say,  it  has  always  been  5  percent  or  less.  An  anal¬ 
ysis  of  the  financial  statements  of  the  banks  will  show  that  at 
practically  all  times  they  had  rather  substantial  investments  of 
their  funds  in  Government  securities.  A  great  part  of  the  surplus 
accretion  came  through  the  interest  and  the  profits  gained  from  the 
sale  of  Treasury  bonds,  Federal  farm  mortgage  bonds,  and  inter¬ 
mediate  credit  bank  bonds,  all  Government  institutions. 

I  could  modify  my  statement  to  say  that  a  very  great  percentage 
of  this  sm-plus,  at  least  95  percent  of  it,  was  earned  by  the  utilization 
of  Government  funds. 

Air.  Poage.  If  there  are  no  questions,  that  is  all  we  want  to  ask 
you,  Air.  Smith.  We  appreciate  the  fact  that  you  came  up  here  and 
tendered  the  views  of  the  General  Accounting  Office. 

Are  there  other  agencies  here  that  would  like  to  be  heard?  I  would 
like  to  suggest  that  if  there  is  any  agency,  public  or  private,  repre¬ 
sented  here  which  would  like  to  be  heard,  that  you  should  have  an 
opportunity. 

Air.  Farrington  is  here  representing  the  Farm  Credit  Adminis¬ 
tration. 

Did  you  care  to  express  any  views  on  this,  Air.  Farrington? 

Air.  Farrington.  I  am  here  primarily,  Air.  Chairman,  to  furnish 
the  committee  with  information  if  they  want  it.  I  may  say  that  last 
year  the  Governor  testified  in  favor  of  this  legislation.  We  are 
strongly  in  favor  of  it.  If  I  testified  it  would  be  substantially  the 
same  as  the  Governor  testified  last  year. 
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Mr.  Poage.  Then  I  take  it  that,  like  most  of  the  others  who  have 
discussed  this  matter  with  the  committee,  you  adopt  m  substance 

the  testimony  of  last  year. 

Mr.  Farrington.  That  is  correct,  sir. 

Mr.  Poage.  I  think  that  unless  there  is  objection,  I  am  going  to 
consider  the  testimony  taken  last  year  as  all  being  before  the  com¬ 
mittee  at  the  moment.  We  have  the  actual  printed  recoul  oi  tha 

hearing  with  us  at  this  time. 

Mr.  Davis,  did  you  have  anything  you  wanted  to  say' 

Mr.  Davis.  Mr.  Chairman,  as  you  know,  this  bill  (FL  K.  848)  nas 
been  sponsored  by  five  farm  organizations— the  Grange,  F arm  Bureau, 
Cooperative  Milk  Producers  Federation,  National  Federation  ol 
Grain  Cooperatives,  and  the  National  Council  ol  Farmer  Coopera¬ 
tives  all  of  which  are  represented  here  today.  Since  the  present  punt 
of  the  bill  was  introduced  these  five  organizations  for  which  I  am  now 
speaking,  have  concluded  that  on  page  12,  line  17,  there  should  be  one 
change."  I  have  given  the  counsel  a  copy  of  that.  It  now  reads. 

Consolidated  debentures  may  be  issued  by  the  Central  Bank  for  Cooperatives 
for  and  on  behalf  of  its  regional  banks  for  cooperatives  in  the  manner  and  form 
and  on  terms  and  conditions  approved  by  the  Governor  of  the  Farm  Lreclit 
Administration. 

Consolidated  debentures  may  be  issued  by  the  Central  Bank  for 
Cooperatives  for  and  on  behalf  of  its  regional  banks  for  cooperatives 
in  the  manner  and  form  and  on  terms  and  conditions  approved  by  the 
Governor  of  the  Farm  Credit  Administration.  1 

In  the  case  of  the  land  banks  and  the  intermediate  credit  banks 
both  of  which  issued  consolidated  debentures,  there  is  also  required 
the  approval  of  the  regional  banks.  We  have  proposed  that  the 
language  of  H.  Ft.  848  be  made  consistent  with  that  that  could  be 
done,  we  think,  by  beginning  that  paragraph  with  this  language: 
“When  the  Central  Bank  for  Cooperatives  and  the  regional  banks  tor 
Cooperatives  shall  by  resolution  consent  to  the  same  consolidated 
debentures  and  so  forth  as  begins  on  line  17  page  12  of  the  bill  We 
submit  that  as  a  change  for  the  committee  to  consider  W  ith  this 
one  revision  the  five  sponsoring  organizations  strongly  urge  tne 

passagUpOf^this  b jj^dergtand  that  js  t]ie  wording  that  is  in  the  land  bank 

k^Mr.  Davis.  Yes;  that  is  the  wording  in  the  land  bank  bill  except 
where  you  substitute  other  names. 

Mr.  Poage.  The  Bank  for  Cooperatives. 

Mr.  Davis.  Yes;  that  is  right.  , 

Mr  Hope.  Mr.  Chairman,  I  would  like  to  ask  Mr.  Farrington  it  he 
has  given  consideration  to  this  amendment  and  whether  he  has  any 
comments  to  make. 

Mr.  Poage.  Mr.  Farrington?  „  ...  .  ,  i 

Mr  Farrington.  Mr.  Chairman,  we  are  familiar  with  the  proposed 
amendment  and  we  do  favor  it.  The  purpose  of  the  amendment  is 
to  make  certain  that  all  banks  will  be  consulted  before  any  conso h- 
datecl  debentures  are  issued.  It  applies  to  this  bill  the  same  pnncip  e 
which  is  used  with  respect  to  consolidated  debentures  of  the  F  ederai 
intermediate  credit  banks  and  consolidated  farm  loan  bonds  issued  by 
the  Federal  land  banks. 
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Mr.  Poage.  I  think  it  is  a  desirable  provision.  Do  you  agree? 

Mr.  Farrington.  Yes,  sir;  we  do. 

Mr.  Poage.  Are  they  any  other  views  to  be  expressed? 

If  no  one  else  wants  to  present  any  views,  the  hearing  will  be  closed 
and  the  committee  will  at  this  time  take  the  matter  up  in  executive 
session. 

(Whereupon,  at  2:30  o’clock  p.  m.,  the  committee  went  into  execu¬ 
tive  session.) 


X 


.... 


81st  CONGRESS 
1st  Session 


IN  THE  SENATE  OF  THE  UNITED  STATES 

May  2  (legislative  day,  Api:il  11),  1949 

Mr.  Thomas  of  Oklahoma  introduced  the  following  bill ;  which  was  read  twice 
and  referred  to  the  Committee  on  Agriculture  and  Forestry 


A  BILL 

« 

To  amend  the  Federal  Farm  Loan  Act,  as  amended,  to  authorize 
loans  through  national  farm  loan  associations  in  Puerto  Rico ; 
to  modify  the  limitations  on  Federal  land-bank  loans  to  any 
one  borrower ;  to  repeal  provisions  for  subscriptions  to  paid-in 
surplus  of  Federal  land  banks  and  cover  the  entire  amount 
appropriated  therefor  into  the  surplus  fund  of  the  Treasury; 
to  effect  certain  economies  in  reporting  and  recording  pay¬ 
ments  on  mortgages  deposited  with  the  registrars  as  bond 
collateral,  and  canceling  the  mortgage  and  satisfying  and 
discharging  the  lien  of  record;  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled , 

3  That  (a)  section  4  of  the  Federal  Farm  Loan  Act,  as 

4  amended  (title  12,  U.  S.  C.  672) ,  is  hereby  further  amended 
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by  adding  a  new  paragraph  to  said  section  immediately 

following  the  second  paragraph  thereof  to  read  as  follows: 

* 

“Notwithstanding  the  provisions  of  this  section,  loans 
may  be  made  in  Puerto  Eico  and  Alaska  through  national 
farm  loan  associations,  and  the  interest  rate  applicable  to 
such  loans  shall  be  as  provided  in  section  12  of  this  Act. 
Said  associations  shall  be  organized  pursuant  to  section  7 
of  this  Act,  except  that,  upon  the  recommendation  of  the 
Federal  land  bank  concerned,  any  such  national  farm  loan 
association  may  be  organized  by  ten  or  more  borrowers 
who  have  obtained  direct  loans  through  a  branch  bank  which 
aggregate  not  less  than  $20,000,  and  who  reside  in  a  locality 
which  may  be  covered  and  served  conveniently  by  the 
charter  of  a  national  farm  loan  association  and  any  national 
farm  loan  association  after  it  has  become  organized  may  per¬ 
mit  any  direct  loan  borrower  through  a  branch  bank  to  join 
the  association.  As  to  any  direct  loan  borrower  through  a 
branch  bank  who  participates  in  the  organization  of  a 
national  farm  loan  association  or  joins  a  national  farm  loan 
association  after  it  has  become  organized  ( 1 )  the  associa¬ 
tion  shall  endorse,  and  thereby  become  liable  for  the  pay¬ 
ment  of,  his  mortgage  loan  held  by  the  Federal  land  bank; 
(2)  the  stock  in  the  Federal  land  bank  held  by  him  shall 
be  exchanged  for  a  like  amount  of  stock  in  said  bank  issued 
in  the  name  of  the  association  and  the  association  shall  issue 
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1  a  like  amount  of  its  stock  to  him,  all  in  the  manner  and 

2  subject  to  the  terms  and  conditions  provided  in  the  fifteenth 

3  paragraph  of  section  7  of  this  Act  (title  12,  IT.  S.  C. 

4  723  (d)  )  ;  and  (3)  the  interest  rate  payable  by  him,  be- 

5  ginning  with  the  next  regular  installment  date  following 

6  the  endorsement  of  bis  loan,  shall  be  reduced  to  a  rate  one- 

7  half  of  1  per  Centum  per  annum  less  than  the  rate  paid 

8  by  him  prior  to  such  endorsement.” 

9  (b)  The  last  sentence  of  the  first  paragraph  of  section 

10  4  of  the  Federal  Farm  Loan  Act,  as  amended  (title  12, 

11  U.  S.  C.  672),  is  further  amended  by  striking  the  words 

12  “by  such  branch  bank”  from  the  proviso  at  the  end  thereof. 

13  (c)  The  first  sentence  of  the  twelfth  paragraph  of  sec- 

14  tion  7  of  the  Federal  Farm  Loan  Act,  as  amended  (title 

15  12,  U.  S.  C.  723  (a)  ),  is  further  amended  by  striking  the 

16  words  “in  the  continental  United  States.” 

17  Sec.  2.  Paragraph  “Seventh”  of  section  12  of  the  Fed- 

18  era!  Farm  Loan  Act  (title  12,  U.  S.  0.  771),  is  hereby 

19  amended  to  read  as  follows: 

20  “Seventh.  The  amount  of  loans  to  any  one  borrower 

21  shall  not  exceed  $25,000  unless  approved  by  the  Land  Bank 

22  Commissioner,  nor  shall  any  one  loan  be  for  a  less  sum  than 

23  $100,  but  preference  shall  be  given  to  applications  for  loans 

24  of  $10,000  and  under.” 

Sec.  3.  All  of  paragraph  “Tenth”  of  section  13  of  the 
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Federal  Farm  Loan  Act,  as  amended  (title  12,  U.  S.  0. 
781,  Tenth),  except  the  first  and  third  sentences  thereof 
is  hereby  repealed.  The  Secretary  of  the  Treasury  shall 
cause  to  he  carried  to  the  surplus  fund  and  covered  into 
the  Treasury  the  total  amount  appropriated  for  subscrip¬ 
tions  to  paid-in  surplus  of  the  Federal  land  banks  and  now 
held  in  the  revolving  fund  created  pursuant  to  the  provi¬ 
sions  of  law  hereby  repealed. 

Sec.  4.  The  first  paragraph  of  section  22  of  the  Federal 
Farm  Loan  Act,  as  amended  (title  12,  U.  S.  C.  891),  is 
hereby  amended  to  read  as  follows : 

“Whenever  any  Federal  land  bank,  or  joint  stock  land 
bank,  shall  receive  any  principal  payments  upon  any  first 
mortgage  or  bond  pledged  as  collateral  security  for  the 
issue  of  farm  loan  bonds,  it  shall  forthwith  notify  the  farm 
loan  registrar  thereof  as  may  be  required  by  the  Farm 
Credit  Administration.  Said  registrar  shall  reflect  such 
payment  on  his  records  in  such  manner  as  may  he  prescribed 
by  the  Farm  Credit  Administration.  Upon  notice  from  the 
bank  that  any  such  mortgage  is  paid  in  full,  said  registrar 
shall  cause  the  same  to  be  delivered  to  the  proper  land 
hank,  which  shall  promptly  cancel  said  mortgage  and  trans- 
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1  mit  such  canceled  mortgage,  together  with  a  release  or 

2  satisfaction  thereof  as  may  be  required  to  satisfy  and  dis- 

3  charge  the  lien  of  record,  to  the  original  maker  thereof, 

4  or  his  heirs,  administrators,  executors,  or  assigns.” 
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81st  Congress  )  HOUSE  OF  REPRESENTATIVES  j  Report 

1st  Session  )  j  No.  694 


FEDERAL  LAND  BANKS 


May  27,  1949. — Committed  to  the  Committee  of  the  Whole  House  on  the  State 
of  the  Union  and  ordered  to  be  printed 


Mr.  Cooley,  from  the  Committee  on  Agriculture,  submitted  the 

following 

REPORT 

[To  accompany  H.  R.  3699] 

The  Committee  on  Agriculture,  to  whom  was  referred  the  bill 
(H.  R.  3699)  to  amend  the  Federal  Farm  Loan  Act,  as  amended,  to 
authorize  loans  through  national  farm-loan  associations  in  I  uerto 
Rico;  to  modify  the  limitations  on  Federal  land-bank  loans  to  any 
one  borrower;  to  repeal  provisions  for  subscriptions  to  paid-in  surplus 
of  Federal  land  banks  and  cover  the  entire  amount  appropriated 
therefor  into  the  surplus  fund  of  the  Treasury;  to  effect  certain 
economies  in  reporting  and  recording  payments  on  mortgages  de¬ 
posited  with  the  registrars  as  bond  collateral,  and  canceling  the 
mortgage  and  satisfying  and  discharging  the  lien  of  record;  and  for 
other  purposes,  having  considered  the  same,  report  favorably  thereon 
with  amendments  and  recommend  that  the  bill  as  amended  do  pass. 

The  amendments  are  as  follows: 

Paee  2,  line  6,  after  the  words  “such  loans  shall  be”,  insert  the 
word  “as”. 


STATEMENT 

This  bill  makes  several  amendments  to  the  Federal  Farm  Loan 
Act,  all  of  which  are  designed  to  improve  and  make  more  effective 
operation  of  the  Federal  land  banks  as  a  cooperative  banking  system 
to  aid  farmers.  The  provisions  of  the  bill  are  explained  in  the  section- 
by-section  analysis. 

section  l 

This  section  authorizes  the  organization  and  operation  of  national 
farm-loan  associations  in  Puerto  Rico  and  Alaska.  I  liese  are  the 
associations  through  which  Federal  land  bank  loans  are  made  in  the 
States.  Heretofore  land  bank  loans  in  Puerto  Rico  have  been  made 
direct  through  the  Baltimore  bank.  Legislative  history  of  land  bank 
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legislation  indicates  that  as  early  as  1921  it  was  anticipated  that  farm- 
loan  associations  would  be  chartered  in  Puerto  Rico  and  Alaska  when 
experience  warranted. 

The  experience  of  the  Baltimore  Federal  Land  Bank  in  making 
loans  to  Puerto  Rican  farmers  has  been  very  good  and  there  appears  ; 
to  be  no  reason  why  farmers  in  the  Territories  should  not  now  be 
given  the  privilege  of  organizing  their  own  farm  loan  association  and 
doing  business  with  the  land  banks  in  the  normal  manner. 

While  no  land  bank  loans  are  being  made  at  present  in  Alaska, 
that  Territory  has  always  been  on  the  same  legal  basis  as  Puerto  Rico 
in  regard  to  farm  loan  legislation,  and  should  be  included  here  in 
order  to  keep  that  basis  consistent. 

SECTION  2 

This  section  removes  the  limitation  of  $50,000  on  loans  to  any  one 
borrower.  It  does  not  change  the  requirement  that  loans  in  excess 
of  $25,000  must  be  approved  by  the  Commissioner  nor  that  the  land 
banks  are  to  give  preference  to  loans  of  less  than  $10,000.  It  will 
permit  the  banks  to  make  loans  on  large  ranch  and  range  properties —  i 
which  have  been  among  the  best  type  of  loans — but  which  they  have 
heretofore  been  able  to  handle  only  to  a  limited  extent. 

section  3 

This  section  returns  to  the  Treasury  of  the  United  States  $189,-  j 
000,000  which  was  appropriated  to  the  Federal  land  banks  in  the  5 
years  ending  July  10,  1938,  in  order  to  establish  a  surplus  reserve  to 
carry  the  system  during  the  5  years  when  there  was  a  moratorium  on 
payment  of  principal  on  land  bank  loans. 

The  system  is  now  completely  owned  by  farmer-borrowers,  is  in  a 
sound  financial  position,  has  repaid  the  fund  in  full,  and  says  that 
it  no  longer  needs  the  money. 


SECTION  4 

This  section  simplifies  the  bookkeeping  of  the  land  banks  by  chang¬ 
ing  the  requirement  that  the  registrar  record  each  payment  on  the 
mortgage  entitled  to  credit,  to  a  requirement  more  in  keeping  with 
the  usual  banking  practice. 

The  section  also  lifts  the  requirement  that  the  banks  must  discharge 
the  lien  of  record  when  a  mortgage  is  paid  in  full. 

DEPARTMENT  RECOMMENDATION 

The  Secretary  of  Agriculture  has  recommended  in  detail  adoption 
of  a  bill  such  as  this  legislation,  making  his  recommendation  in  an 
executive  communication  dated  April  18,  1949.  The  Secretary’s 
letter  is  printed  herewith  and  made  a  part  of  this  report: 

April  18,  1949. 

The  Speaker, 

House  of  Representatives. 

Dear  Mr.  Speaker:  There  is  transmitted  herewith  a  proposed  bill  entitled 
“A  bill  to  amend  the  Federal  Farm  Loan  Act,  as  amended,  to  authorize  loans 
through  national  farm  loan  associations  in  Puerto  Rico;  to  modify  the  limitations 
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on  Federal  land  bank  loans  to  any  one  borrower;  to  repeal  provisions  for  sub¬ 
scriptions  to  paid-in  surplus  of  Federal  land  banks  and  cover  the  entire  amount 
appropriated  therefor  into  the  surplus  fund  of  the  Treasury;  to  effect  certain 
economies  in  reporting  and  recording  payments  on  mortgages  deposited  with  the 
registrars  as  bond  collateral,  and  canceling  the  mortgage  and  satisfying  and  dis- 
charging  the  lien  of  record’,  and  for  other  purposes.  .  ,  j 

The  purposes  of  the  amendments  to  the  Federal  Farm  Loan  Act  which  would 
be  made  by  this  bill  are  to  improve  tne  functioning  of  the  Federal  land  banks  as  a 
cooperative  system  and  to  simplify  and  improve  internal  operations  of  the  banks. 
Tne  bill  also  repeals  the  authority  for  subscriptions  to  P“d-in  surphu  of  the  ed- 
eral  land  banks  and  causes  the  entire  amount  appropriated  ^erefor  ($189  000,000) 
to  be  transferred  from  a  revolving  fund  to  the  surplus  fund  of  the  Treasury.  A 
more  detailed  explanation  of  each  section  of  the  bill  follows 

Section  1  •  Under  existing  law,  only  direct  loans  through  a  branch  bank  are 
being  made  in  Puerto  Rico.  There  is  no  legal  authority  for  organizing  or  charter¬ 
ing  national  farm  loan  associations  on  the  island  The  congressional  debates  on 
the  act  of  February  27,  1921  (41  Stat.  1148),  which  extended  the  Federal  harm 
Loan  Act  to  Puerto  Rico,  indicate  that  provision  was  made  for  only  direct  loans 
for  two  reasons-  (a)  The  probable  difficulty  of  establishing  associations  m  Puerto 
Rico  at  that  time  and  (6)  the  desire  to  move  slowly  and  gam  experience  with 
direct  loins  in  the  island,  which  were  originally  authorized  subject  to  three  pro¬ 
visions  not  applicable  to  loans  in  the  United  States:  (1)  A  maximum  amount  of 
$5  000-  (2)  a  maximum  term  of  20  years;  and  (3)  an  interest  rate  one-half  of  1 
percent  higher  than  the  rate  in  the  United  States  on  loans  through  associations. 
The  debates  further  indicate,  however,  that  a  number  of  the  Congressmen  who 
voted  for  the  measure  hoped  that  eventually  the  act  would  extend  to  l  »ei  t 
Rico  under  substantially  the  same  conditions  which  are  applicable  to  farmers  in 

th Thifacfo^Februarv  27,  1921,  has  since  been  amended  twice  so  that  the  max:- 
miim  amount  of  loins  to  any  one  farmei  is  now  the  same  in  Puerto  Ricoas  in  the 
United  States.  Section  1  of  this  bill  would  make  it.  possible  to  organize  national 
farm  loan  associations  in  the  island,  make  the  provisions  Sovermng  interest  rates 
on  loans  through  national  farm  loan  associations  in  the  United  States  applicable 
to  loans  through  such  associations  in  Puerto  Rico,  and  accord  to  each  direct  loan 
borrower  on  the  island  who  joins  a  national  farm  loan  association  an  interest 
reduction  of  one-half  of  1  percent  beginning  with  the  next  regular  instalment 
date  following  the  endorsement  of  his  loan.  Thus  another  step  would  he  ta  e 
to  extend  to  Puerto  Rican  borrowers  the  same  statutory  provisions  which  are 

applicable  to  borrowers  in  the  United  States.  ,  pwicml 

In  the  vears  intervening  since  1923,  when  the  branch  bank  of  the  federal 
Land  Bank  of  Baltimore  began  operations,  considerable  progress  has  been  made 
bv  the  Puerto  Ricans  in  the  organization  and  operation  of  cooperative  associa 
tions  of  various  types.  Hence,  there  is  reason  to  believe  that  the  Puerto  Rican 
borrowers  are  at  this  time  fully  prepared  to  assume  the  cooperative  responsibilities 
necessary  to  the  organization  and  operation  of  national  farm  loan  associations 

Moreover,  much  valuable  experience  has  been  gained  over  the  years  by  the 
appraisal  force  and  credit  men.  From  the  befnnl9^ 

30  1948  the  branch  has  closed  6,655  loans  for  $26  115,200,  of  whic  , 

$9  265,117  were  outstanding  on  the  later  date.  The  loss  experience  on  _  s 
loans  compares  favorablv  with  the  loss  experience  in  many  sections  of  the  L  mted 
g&tea !  Accordingly,  it  is  believed  that  lending  operations  on  the  island  are 
sufficiently  seasoned  to  warrant  the  association  type  of  operation.  , 

The  achievement  of  complete  farmer  ownership  of  the  land  bank  system  a. 
emphasized  the  desirability  of  having  the  system  operate  upon 

tive  basis,  with  financially  strong  active .  associations  as  £tSsSsanl  the 
system.  No  direct  loans  are  presently  being  made  in  the  United i  States k  and  the 
few  remaining  direct  loan  borrowers  are  being  encouraged  to  join  the  local  asso 
nations  which  are  available  in  all  principally  agricultural  areas  of  the  l mted 
States  The  next  logical  step  is  to  make  it  possible  for  the  large  block  ot  direc 
borrowers  in  Puerto  Rico  to  join  an  association  and  t°  establish i  the  aviation 
plan  of  operation  in  Puerto  Rico,  so  that  the  Federal  Land  lalklbur. 
will  stand  on  a  cooperative  base  t  hroughout  its  entire  district,  as  is  the  case  with 

allTheeestablShment  of  associations  in  Puerto  Rico  will  have  other  important 
cooperative  advantages.  First,  it  will  enable  the  Puerto  Rican  borrowers  to 
nartSate  directly  in  the  cooperative  system,  by  assuming  responsibility  and 
authority  in  the  management  and  operation  of  their  own  local  cooperative  organ¬ 
izations.'  Organized  in  associations,  they  also  will  have  the  same  participation 
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accorded  associations  in  the  United  States  in  the  selection  of  directors  of  the) 
second  farm  credit  district.  At  present,  they  have  no  vote  in  the  selection  of 
such  directors.  Second,  the  organization  of  associations  will  permit  the  local1!: 
assumption  of  the  limited  mutual  liability  on  loans  which  is  basic  in  the  coopera¬ 
tive  plan  of  the  Federal  Land  Bank  Sj^stem,  and  will  make  it  possible  for  the 
Puerto  Rican  borrowers  to  share  collectively  in  a  program  to  build  reserves) 
locally  to  meet  the  liability  thus  assumed.  The  cooperative  functioning  of  national 
farm  loan  associations  has  been  strengthened  generally  throughout  the  system  by; 
providing  greater  local  authority  and  responsibility  in  connection  with  the  making  ■ 
and  servicing  of  loans  and  by  building  and  maintaining  adequate  local  reserves  ! 
to  meet  anticipated  losses  arising  under  the  association  endorsement  liability.  ! 
One-fourth  of  the  stock  of  the  Federal  Land  Bank  of  Baltimore  presently  is  held 
by  direct  loan  borrowers  in  Puerto  Rico.  All  earnings  on  the  Puerto  Rican  loans  i 
go  to  the  Federal  Land  Bank,  reserves  on  such  loans  are  held  by  the  bank,  and 
all  losses  on  such  loans  are  absorbed  by  the  bank.  It  is  desirable  that  national 
farm  loan  associations  be  organized  so  that  savings,  when  paid  as  dividends,  may 
be  used  to  build  and  maintain  adequate  local  reserves,  as  is  the  case  with  national 
farm  loan  associations  in  the  United  States. 

While  no  loans  are  presently  being  made  in  Alaska,  the  authority  for  loans  there 
has  been  on  the  same  basis  as  for  loans  in  Puerto  Rico.  Accordingly,  Alaska 
has  been  included  in  this  bill,  so  that  the  basic  authority  for  loans  there  will 
continue  to  be  consistent  with  the  authority  for  loans  in  Puerto  Rico. 

Section  2:  This  section  of  the  bill  would  amend  paragraph  “Seventh”  of  section 
12  of  the  Federal  Farm  Loan  Act  (12  U.  S.  C.  771,  “Seventh”)  by  removing  the 
limit  of  $50,000  on  loans  to  any  one  borrower.  The  requirement  would  be 
continued  that  loans  in  amounts  above  $25,000  must  have  the  ajDproval  of  the 
Land  Bank  Commissioner.  There  would  be  no  change  in  the  requirement  that 
preference  be  given  to  applications  of  $10,000  and  under,  or  in  the  limitation  in 
paragraph  “Fifth”  of  section  12  (12  U.  S.  C.  771,  “Fifth”)  that  no  loan  shall  exceed 
65  percent  of  the  normal  value  of  the  farm  mortgaged,  such  value  to  be  ascer¬ 
tained  by  appraisal.  Moreover,  removal  of  the  statutory  limitation  of  $50,000 
would  not  prevent  the  banks,  with  the  approval  of  the  Farm  Credit  Adminis¬ 
tration,  from  establishing  appropriate  limits  for  their  particular  districts  or  for 
particular  areas  within  the  territory  in  which  they  have  authority  to  lend. 

For  some  time  the  directors  and  officers  of  Federal  land  banks  generally  have 
favored  removal  of  the  present  maximum  limit  on  loans  so  as  to  broaden  the  service 
of  the  System.  The  Land  Bank  System  during  the  32  years  it  has  been  in  opera¬ 
tion  has  emphasized  service  to  farmers  operating  family-type  farms  and  has  made 
loans  which  h’ave  enabled  thousands  of  farmers  to  acquire  and  improve  family-type 
farms.  Preference  has  been  given  to  loans  to  the  smaller  and  average  size  operators, 
who  are  farmers  requiring  credit  of  $10,000  or  less.  This  fact  is  evidenced  by 
data  on  the  average  size  of  land-bank  loans.  While  the  average  size  varies  among 
the  districts  due  to  differences  in  the  type  of  farming  and  the  size  of  farm  units, 
for  the  System  as  a  whole  the  average  size  of  Federal  land-bank  loans  was  $4,573, 
during  the  fiscal  year  ending  June  30,  1948. 

Although  the  Land  Bank  System  has  given  preference  to  loans  of  $10,000  and 
under,  many  farmers  requiring  credit  up  to  $50,000  have  been  served  by  the 
banks.  In  addition  to  these  farmers  there  are  others  that  desire  loans  from  the 
Federal  land  banks  but  cannot  be  served  because  their  needs  for  farm  mortgage 
credit  exceed  $50,000.  Their  farms  generally  would  be  classified  as  large  family 
units  since  they  are  owned  and  operated  by  a  family  but  because  of  the  type  of 
farming  and  extent  of  the  operations  they  involve  a  relatively  large  investment  in 
real  estate.  Such  farmers  could  be  served  by  the  land  banks  and  receive  the 
benefit  of  land-bank  loans  without  impairing  in  any  way  the  service  to  farmers  on 
the  smaller  units.  These  larger  units  are  primarily  livestock  ranches  in  the 
Western  States,  along  with  a  few  specialty  crop  and  fruit  enterprises,  and  a  few 
larger  livestock  and  diversified  family  farms  largely  in  the  Corn  Belt  States.  By 
removing  the  maximum  of  $50,000  the  banks  could  broaden  the  service  to  farmers 
generally;  and  since  the  provisions  of  the  bill  do  not  change  the  existing  legal 
requirement  that  all  loans  above  $25,000  must  have  the  approval  of  the  land 
Bank  Commissioner,  no  such  loan  could  be  made  unless  the  association,  the  land 
bank,  and  the  Commissioner,  after  reviewing  the  size  of  the  operation  and  the 
hazards  involved,  concluded  that  it  would  be  wise  for  the  association  and  the 
bank  to  assume  the  risk. 

Section  3:  For  a  5-year  period  ending  July  10,  1938,  Congress  provided  that 
borrowers  from  the  Federal  land  banks  need  not  pay  currently  the  principal 
installments  on  their  loans  if  they  were  not  otherwise  in  default  (12  U.  S.  C.  771, 
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“Twelfth”).  To  provide  the  banks  with  funds  to  use  in  their  operations  in  place 
of  amounts  extended  or  deferred,  the  Emergency  Farm  Mortgage  Act,  approved 
May  12  1933  provided  for  subscriptions  to  their  paid-in  surplus  by  the  Secretary 
of  the  Treasury  (12  U.  S.  C.  781,  “Tenth”).  For  this  purpose,  a  total  of  $189,- 
000  000  was  appropriated  in  1933  and  subsequent  years;  all  of  which  has  been 
repaid  by  the  banks  and  now  constitutes  a  revolving  fund  in  the  Treasury  available 
for  future  subscriptions  to  paid-in  surplus.  Such  subscriptions  can  be  made  only 
on  account  of  extensions  made  by  the  banks  to  borrowers  and  with  the  approval 
of  the  Land  Bank  Commissioner. 

The  Federal  Farm  Loan  Act  contemplates  a  cooperative  farm  mortgage  system 
to  be  owned  and  operated  by  the  farmers  who  use  the  services  of  the  System, 
subject  to  Federal  supervision.  This  objective  has  been  kept  constantly  in 
mind  and  the  Federal  land  banks  are  now  completely  owned  by  farmers.  1  he 
Federal  Land  Bank  System  as  a  farmers’  cooperative  credit  system  aims  to  operate 
on  its  own  resources 'even  under  periods  of  agricultural  distress  and  its  interest 
rate  and  other  operating  policies  are  designed  to  make  this  possible  insofar  as 
conditions  can  be  foreseen  and  met  by  prudent  business  practices. 

The  Federal  land  banks  and  national  farm  loan  associations  have  greatly 
strengthened  their  net  worth  positions  and  it  is  considered  they  have  sufficient 
resources  to  carry  their  worthy  members  and  prospective  members  through  most 
periods  of  distress.  In  view  of  this  circumstance  and  in  keeping  with  the  afore¬ 
mentioned  objectives,  section  3  of  the  bill  wmild  repeal  the  law  creating  the 
paid-in  surplus  revolving  fund  and  the  authority  for  its  use  for  subscription  to 
the  paid-in  surplus  of  the  12  banks  and  would  return  the  entire  amount  appro¬ 
priated  therefor  ($189,000,000)  to  the  surplus  fund  of  the  Treasury. 

Section  4:  The  changes  made  by  this  section  will  simplify  interna  bank 
operations  and  it  is  hoped  will  effect  savings  in  operating  costs  of  the  banks 

The  second  sentence  of  the  first  paragraph  of  section  22  of  the  federal  Farm 
Loan  Act  (12  U.  S.  C.  891)  now  requires  that  when  a  Federal  land  bank  notifies 
a  farm  loan  registrar  of  the  receipt  of  payments  on  a  mortgage  pledged  as  bond 

collateral:  ,  .  ...  , 

“Said  registrar  shall  forthwith  cause  such  payment  to  be  duly  credited  upon 

the  mortgage  entitled  to  such  credit.” 

In  practice  this  has  meant  that,  independently -of  records  maintained  by  the 
bank  the  registrar  has  had  to  keep  a  record  of  payments  on  each  individual  mort¬ 
gage  loan.  The  object  of  this  requirement  may  have  been  twofold:  (1)  lo  assure 
that  borrowers  receive  credit  for  their  payments;  and  (2)  to  provide  the  registrar 
with  a  record  of  the  amount  bv  which  collateral  deposited  with  him  is  reduced,  so 
that  he  may  know  that  the  total  thereof  is  at  least  equal  to  the  amount  of  bonds 
outstanding  as  required  by  law.  However,  the  first  of  these  objects  may  be 
served  from  a  record  of  payments  kept  by  the  bank,  and  for  the  second  the  regis- 
trar  need  only  know  the  total  unpaid  balance  of  all  mortgages  pledged  as  col¬ 
lateral.  Accordingly,  to  eliminate  the  requirement  that  the  registrar  keep  a  rec¬ 
ord  of  payments  on  each  individual  mortgage,  and  yet  have  a  record  of  the  total 
amount  of  collateral  on  hand,  it  is  proposed  to  substitute  the  following  for  the 
sentence  quoted  above: 

“Said  registrar  shall  reflect  such  payment  on  his  records  in  such  manner  as  may 
be  prescribed  by  the  Farm  Credit  Administration.  .  , 

If  this  change  is  authorized,  there  ordinarily  would  be  no  occasion  ior  interest 
payments  on  pledged  mortgages  to  be  reported  to  the  registrar  as  is  now  required 
by  the  first  sentence  of  section  22  of  the  Federal  Farm  Loan  Act  (12  U.  b.  L.  oJl), 
so  that  requirement  would  be  eliminated  also. 

The  proposed  bill  would  also  amend  the  third  sentence  of  the  first  paragraph 
of  section  22  of  the  Federal  Farm  Loan  Act  (12  U.  S.  C.  891)  in  two  respects 
The  first  change  would  be  to  eliminate  the  requirement  that  the  registrar  shall 
cancel  mortgages  which  are  paid  in  full,  and  place  such  duty  of  cancellation  on 
the  Federal  land  bank.  For  the  registrar,  who  is  not  named  m  the  mortgage, 
to  inscribe  it  “canceled”  over  his  signature,  has  at  times  required  explanation. 
In  any  event,  it  is  deemed  more  appropriate  that  the  cancellation  should  be  by 
the  Federal  land  bank  which  is  named  in  the  mortgage  as  mortgagee. 

The  second  change  in  this  sentence  would  be  to  relieve  the  Federal  land  ba,nk 
of  the  duty  to  pay  the  fee  or  charge  of  the  local  recording  office  for  satisfying 
and  discharging  the  lien  of  record  when  a  mortgage  is  paid  in  full  without  restrict¬ 
ing  its  corporate  power  to  do  so  in  the  public  interest  or  to  meet  provisions  ol 
State  laws,  and  to  require  onlv  that  the  bank  furnish  a  release  or  satisfaction  to 
the  borrower  for  use  in  satisfying  and  cdscharging  the  lien  of  record. 
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The  Department  recommends  early  consideration  and  enactment  of  the  pro¬ 
visions  included  in  the  enclosed  draft. 

The  Bureau  of  the  Budget  advises  that  there  is  no  objection  to  the  presenta¬ 
tion  of  this  proposal  for  the  consideration  of  the  Congress. 

Sincerely  yours, 

Charles  F.  Brannan,  Secretary. 

Enclosure 


CHANGES  IN  EXISTING  LAW 


In  compliance  with  paragraph  2a  of  rule  XIII  of  the  Rules  of  the 
House  of  Representatives,  changes  made  by  the  bill  are  shown  as 
follows  (existing  law  proposed  to  be  omitted  is  enclosed  in  brackets; 
new  matter  is  printed  in  italics;  existing  law  in  which  no  change  is 
made  is  shown  in  roman) : 

Federal  Farm  Loan  Act,  as  Amended,  Title  12,  U.  S.  C. 

ORGANIZATION  OF  FEDERAL  LAND  BANKS 

672.  ESTABLISHMENT;  TITLES;  BRANCHES;  PUERTO  RICO  AND  ALASKA;  LOANS  BY 
BRANCHES 

The  Farm  Credit  Administration  shall  establish  in  each  farm  credit  district  a 
Federal  land  bank,  with  its  principal  office  located  in  such  city  within  the  district 
as  said  administration  shall  designate.  Each  Federal  land  bank  shall  include  in 
its  title  the  name  of  the  city  in  which  it  is  located.  Subject  to  the  approval  of 
the  Farm  Credit  Administration,  any  Federal  land  bank  may  establish  branches 
within  the  farm  credit  district.  Subject  to  the  approval  of  the  Farm  Credit 
Administration  and  under  such  conditions  es  it  may  prescribe,  the  provisions  of 
this  subchapter  and  of  subchapter  III  of  this  chapter  are  extended  to  the  island 
of  Puerto  Rico  and  the  Territory  of  Alaska;  and  the. Farm  Credit  Administration 
shall  designate  a  Federal  land  bank  which  is  authorized  to  establish  a  branch 
bank  in  Puerto  Rico  and  a  Federal  land  bank  which  is  authorized  to  establish  a 
branch  bank  in  the  Territory  of  Alaska.  Loans  made  by  each  such  branch  bank 
shall  be  subject  to  the  restrictions  and  provisions  of  this  chapter,  except  that  each 
such  branch  bank  may  loan  direct  to  borrowers,  and,  subject  to  such  regulations 
as  the  Farm  Credit  Administration  may  prescribe,  the  rate  charged  borrowers 
may  be  1J4  per  centum  in  excess  of  the  rate  borne  by  the  last  preceding  issue  of 
farm  loan  bonds  of  the  Federal  land  bank  with  which  such  branch  bank  is  con¬ 
nected:  Provided,  That  no  loan  shall  be  made  in  Puerto  Rico  or  Alaska  £by  such 
branch  bankj  for  a  longer  term  than  twenty  years. 

Each  borrower  through  such  branch  bank  shall  subscribe  and  pay  for  stock  in 
the  Federal  land  bank  with  which  it  is  connected  in  the  sum  of  $5  for  each  $100 
or  fraction  thereof  borrowed;  such  stock  shall  be  held  by  such  Federal  land  bank 
as  collateral  security  for  the  loan  of  the  borrower;  shall  participate  in  all  dividends; 
and  upon  full  payment  of  the  loan  shall  be  canceled  at  par  and  proceeds  paid  to 
borrower,  or  the  borrower  may  apply  the  same  to  the  final  payments  on  his  loan. 

Notwithstanding  the  'provisions  of  this  section,  loans  may  be  made  in  Puerto  Rico 
and  Alaska  through  national  farm-loan  associations,  and  the  interest  rate  applicable 
to  such  loans  shall  be  as  provided  in  section  12  of  this  Act.  Said  associations  shall 
be  organized  pursuant  to  section  7  of  this  Act,  except  that,  upon  the  recommendation 
of  the  Federal  land  bank  concerned,  any  such  national  farm-loan  association  may  be 
organized  by  ten  or  more  borrowers  who  have  obtained  direct  loans  through  a  branch 
bank  which  aggregate  not  less  than  $20,000,  and  who  reside  in  a  locality  which  may 
be  covered  and  served  conveniently  by  the  charter  of  a  national  farm-lean  association 
and  any  national  farm-loan  association  after  it  has  become  organized  may  permit 
any  direct-loan  borrower  through  a  branch  bank  to  join  the  association.  As  to  any 
direct-loan  borrower  through  a  branch  bank  who  participates  in  the  organization  of  a 
national  farm-loan  association  or  joins  a  national  farm-loan  association  after  it  has 
become  organized  ( 1 )  the  association  shall  endorse,  and  thereby  become  liable  for  the 
payment  of,  his  mortgage  loan  held  by  the  Federal  land  bank;  (2)  the  stock  in  the 
Federal  land  bank  held  by  him  shall  be  exchanged  for  a  like  amount  of  stock  in  said 
bank  issued  in  the  name  of  the  association  and  the  association  shall  issue  a  like 
amount  of  its  stock  to  him,  all  in  the  manner  and  subject  to  the  terms  and  conditions 
provided  in  the  fifteenth  paragraph  of  section  7  of  this  Act  ( title  12,  U.  S.  C.  723  (d)); 
and  (S)  the  interest  rate  payable  by  him,  beginning  with  the  next  regular  installment 
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date  following  the  endorsement  of  his  loon,  sholl  he  reduced  to  ci  rote  one-half  of  1  per 
centum  per  annum  less  than  the  rate  paid  by  him  prior  to  such  endorsement. 

NATIONAL  FARM  LOAN  ASSOCIATIONS  GENERALLY 

723.  FEDERAL  LAND  BANKS;  DIRECT  LOANS — (a)  Authorization  to  make  direct  loans;  provisions 
relative  to  loans  through  associations,  applicable  to  direct  loans. 

Whenever  it  shall  appear  to  the  Land  Bank  Commissioner  that  national  farm 
loan  associations  have  not  been  formed  in  any  locality  [in  the  continental  l  nited 
States],  or  that  the  fanners  residing  in  the  territory  covered  by  the  charter  of  a 
national  farm  loan  association  are  unable  to  apply  to  the  Federal  land  bank  ol  t  le 
district  for  loans  on  account  of  the  inability  of  the  bank  to  accept  applications 
from  such  association,  the  Land  Bank  Commissioner  shall  authorize  said  bank  to 
make  loans  direct  to  borrowers  secured  by  first  mortgages  on  farm  lands  situated 
within  any  such  locality  or  territory.  Except  as  herein  otherwise  specifically 
provided,  ‘all  provisions'  of  this  chapter  applicable  with  respect  to  loans  ma.de 
through  national  farm  loan  associations  shall,  insofar  as.  practicable,  apply  with 
respect  to  such  direct  loans,  and  the  Land  Bank  Commissioner  is  authorized  to 
make  such  rules  and  regulations  as  he  may  deem  necessary  with  respect  to  sue  1 
direct  loans. 


RESTRICTION 


ON  LOANS  OF  FEDERAL  LAND  BANKS  BASED  ON  FIRST  MORTGAGES 


771.  RESTRICTIONS  ENUMERATED. 

No  Federal  land  bank  organized  under  this  chapter  shall  make  loans  except 
upon  the  following  terms  and  conditions:  ,  ,  , 

First.  Security  by  first  mortgage. — Said  loans  shall.  be.  secured  by  duly 
recorded  first  mortgages  on  farm  land  within  the  farm  credit  district  in  w  hich  t  le 

bank  is  situated.  r,  , 

Second.  Agreement  for  repayment  on  amortization  plan.— Every  suen 
mortgage  shall  contain  an  agreement,  providing  for  the  repayment  of  the  loan  on 
an  amortization  plan  by  means  of  a  fixed  number  of  annual  or  semiannual  msta 
ments  sufficient  to  cover,  first,  a  charge  on  the  loan  at  a  rate  not  exceeding  le 
interest  rate  in  the  last  series  of  farm-loan  bonds  issued  by  the  land  bank  making 
the  loan;  second,  a  charge  for  administration  and  profits  at  a  rate  not. exceeding, 
except  with  the  approval  of  the  Governor  of  the  harm  Credit  Administration, 

1  per  centum  per  annum  on  the  unpaid  principal,  said  two  rates  combined  con¬ 
stituting  the  interest  rate  on  the  mortgage;  and,  third,  such  amounts  to  be  apphe 
on  the  principal  as  will  extinguish  the  debt  within  an  agreed  period,  not,  less  tnan 
five  years  nor  more  than  forty  years:  Provided,  That  after  five  years  from  the  date 
upon  which  a  loan  is  made  the  mortgagor  may,  upon  any.  regular  installment  date, 
make  in  advance  any  number  of  payments  or  any  portion  thereof  on  account  ot 
the  principal  of  his  loan  as  provided  by  his  contract  or  pay  the  entire  principa  o 
such  loan  under  the  rules  and  regulations  of  the  Farm  Credit  Administration. 
And  provided  further,  That  under  the  rules  and  regulations  of  the  harm  credit 
Administration  any  land  bank  may  agree,  at,  the  time  a  loan  is  made  or  t nerea  ,<  i , 
that  the  mortgagor  may  make  such  payments  or  portions  of  payments  in  advance 
or  pay  the  entire  principal  of  such  loan  during  the  first  five  years  the  loan  is  in 
effect:  And  provided  further,  That,  before  the  first  issues  of  farm-loan  bonds  by 
any  land  bank  the  interest,  rate  on  mortgages  may  be  determined  in  the  discre¬ 
tion  of  said  land  bank,  subject  to  the  provisions  and  limitations  of  this  subchapter. 

Third.  Maximum  interest  rate. — No  loan  on  mortgage  shall  be  made  under 
this  subchapter  at  a  rate  of  interest  exceeding  6  per  centum  per  annum,  exclusiv  e 

of  amortization  payments.  ,  ,  ,  ,  f 

Fourth.  Purposes  of  loans  enumerated. — Such  loans  may  be  made  tor  t  e 

following  purposes  and  for  no  other: 

(a)  To  provide  for  the  purchase  of  land  for  agricultural  uses. 

(b)  To  provide  for  the  purchase  of  equipment,  fertilizers,  and  livestock  neces¬ 
sary  for  the  proper  and  reasonable  operation  of  the  mortgaged  farm,  the  term 
“equipment”  to  be  defined  bv  the  Farm  Credit  Administration. 

(c)  To  provide  buildings  and  for  the  improvement  of  farm  lands;  the  term 
“improvement”  to  be  defined  by  the  Farm  Credit  Administration. 

(d)  To  liquidate  indebtedness  of  the  owner  of  the  land  mortgaged  incurred  tor 
agricultural  purposes,  or  incurred  at  least  two  years  prior  to  the  date  ot  tne 

application  for  the  loan.  .  _ _ • 

(e)  To  provide  the  owner  of  the  land  mortgaged  with  funds  for  general  agri¬ 
cultural  uses.  .T  * 

Fifth.  Limitation  on  amount  of  loans;  appraisal;  reappraisal,  ino  suen 
loan  shall  exceed  65  per  centum  of  the  normal  value  of  the  farm  mortgaged,  said 
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value  to  be  ascertained  by  appraisal,  as  provided  in  sections  751-756  of  this  title, 

I  n  making  said  appraisal  the  value  of  the  farm  for  agricultural  purposes  shall  be 
the  basis  of  appraisal  and  the  normal  earning  power  of  said  farm  shall  be  a 
principal  factor. 

In  making  loans  to  owners  of  groves  and  orchards,  including  citrus  fruit  groves 
and  other  fruit  groves  and  orchards,  the  Federal  land  banks,  the  farm  land  banks, 
and  all  Government  agencies  making  loans  upon  such  character  of  property  may, 
in  appraising  the  property  offered  as  security,  give  a  reasonable  and  fair  valuation 
to  the  fruit  trees  located  and  growing  upon  said  property  and  constituting  a  sub¬ 
stantial  part  of  its  value.  In  determining  the  earning  power  of  land  used  for  the 
raising  of  livestock,  due  consideration  shall  be  given  to  the  extent  to  which  the 
earning  power  of  the  fee-owned  land  is  augmented  by  a  lease  or  permit,  granted 
by  lawful*  authority  of  the  United  States  or  of  any  State,  for  the  use  of  a  portion 
of  the  public  lands  of  the  United  States  or  of  such  State,  where  such  permit  or  . 
lease  is  in  the  nature  of  a  right  adjunctive  to  such  fee-owned  land,  and  its  availa¬ 
bility  for  use  as  such  during  the  terms  of  the  loan  is  reasonably  assured. 

A  reappraisal  may  be  permitted  at  any  time  in  the  discretion  of  the  Federal 
land  bank,  and  such  additional  loan  may  be  granted  as  such  reappraisal  will  war¬ 
rant  under  the  provisions  of  this  paragraph.  Whenever  the  amount  of  the  loan 
_  applied  for  exceeds  the  amount  that  may  be  loaned  under  the  appraisal  as  herein 
‘  limited,  such  loan  may  be  granted  to  the  amount  permitted  under  the  terms  of 
this  paragraph  without  requiring  a  new  application  or  appraisal. 

Sixth.  Restrictions  on  eligibility  for  loans;  assumption  of  mortgage 

AND  STOCK  INTERESTS  BY  PURCHASER  OF  LAND  OR  HEIR. - No  Such  loan  shall  be 

made  to  any  person  who  is  not  at  the  time,  or  shortly  to  become,  engaged  in 
farming  operations  or  to  any  other  person  unless  the  principal  part  of  his  income 
is  derived  from  farming  operations.  In  case  of  the  sale  of  the  mortgaged  land, 
the  Federal  land  bank  may  permit  said  mortgage  and  the  stock  interests  of  the 
vendor  to  be  assumed  by  the  purchaser.  In  case  of  the  death  of  the  mortgagor, 
his  heir  or  heirs,  or  his  legal  representative  or  representatives,  shall  have  the 
option  within  sixty  days  of  such  death,  to  assume  the  mortgage  and  stock  inter¬ 
ests  of  the  deceased.  As  used  in  this  paragraph  (1)  the  term  “person”  in¬ 
cludes  an  individual  or  a  corporation  engaged  in  the  raising  of  livestock;  and  (2) 
the  term  “corporation”  includes  any  incorporated  association;  but  no  such  loan 
shall  be  made  to  a  corporation  (A)  unless  all  the  stock  of  the  corporation  is  owned 
by  individuals  themselves  personally  actually  engaged  in  the  raising  of  livestock 
on  the  farm  to  be  mortgaged  as  security  for  the  loan,  except  in  a  case  where  the 
Land  Bank  Commissioner  permits  the  loan  if  at  least  75  per  centum  in  value  and 
number  of  shares  of  the  stock  of  the  corporation  is  owned  by  the  individuals 
personally  actually  so  engaged,  and  (B)  unless  the  owners  of  at  least  75  per  centum 
in  value  and  number  of  shares  of  the  stock  of  the  corporation  assume  personal 
liability  for  the  loan.  No  loan  shall  be  made  to  any  corporation  which  is  a 
subsidiary  of,  or  affiliated  (either  directly  or  through  substantial  identity  of  stock 
ownership)  with,  a  corporation  ineligible  to  procure  a  loan  in  the  amount  applied 
for. 

Seventh.  Maximum  and  minimum  of  loans. — The  amount  of  loans  to  any  one 
borrower  shall  [in  no  case  exceed  a  maximum  of  $50,000,  but  loans  to  any  one 
borrower  shall]  not  exceed  $25,000  unless  approved  by  the  Land  Bank  Com¬ 
missioner,  nor  shall  any  one  loan  be  for  a  less  sum  than  $100,  but  preference  shall 
be  given  to  applications  for  loans  of  $10,000  and  under. 

Eighth.  Form  of  applications  for  loans. — Every  applicant  for  a  loan  under 
the  terms  of  this  subchapter  shall  make  application  on  a  form  to  be  prescribed 
for  that  purpose  by  the  Farm  Credit  Administration,  and  such  applicant  shall 
state  the  objects  to  which  the  proceeds  of  said  loan  are  to  be  applied,  and  shall 
afford  such  other  information  as  may  be  required. 

Ninth.  Interest  on  defaulted  payments;  payment  of  taxes  and  liens; 
insurance. — Every  borrower  shall  pay  simple  interest  on  defaulted  payments 
at  a  rate  not  exceeding  6  per  centum  per  annum,  and  by  express  covenant  in  his 
mortgage  deed  shall  undertake  to  pay  when  due  all  taxes,  liens,  judgments,  or 
assessments  which  may  be  lawfully  assessed  against  the  land  mortgaged.  Taxes, 
liens,  judgments,  or  assessments  not  paid  when  due,  and  paid  by  the  mortgagee, 
shall  become  a  part  of  the  mortgage  debt  and  shall  bear  simple  interest  at  a  rate 
not  exceeding  6  per  centum  per  annum.  Every  borrower  shall  undertake  to 
keep  insured  to  the  satisfaction  of  the  Farm  Credit  Administration  all  buildings 
the  value  of  which  was  a  factor  in  determining  the  amount  of  the  loan.  Insurance 
shall  be  made  payable  to  the  mortgagee  as  its  interests  may  appear  at  time  of  loss, 
and  at  the  option  of  the  mortgagor  and  subject  to  general  regulations  of  the 
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Farm  Credit  Administration ;  sums  so  received  may  be  used  to  pay  for  reconstruc¬ 
tion  of  the  buildings  destroyed. 

Tenth.  Agreement  by  borrowers  as  to  use  of  loans.* — Every  borrower  who 
shall  be  granted  a  loan  under  the  provisions  of  this  subchapter  shall  enter  into  an 
agreement,  in  form  and  under  conditions  to  be  prescribed  by  the  Farm  Credit 
Administration,  that  if  the  whole  or  any  portion  of  his  loan  shall  be  expended  for 
purposes  other  than  those  specified  in  his  original  application,  or  if  the  borrower 
shall  be  in  default  in  respect  to  any  condition  or  covenant  of  the  mortgage,  the 
whole  of  said  loan  shall,  at  the  option  of  the  mortgagee,  become  due  and  payable 
forthwith:  Provided,  That  the  borrower  may  use  part  of  said  loan  to  pay  for  his 
stock  in  the  farm  loan  association,  and  the  land  bank  hold  ng  such  mortgage  may 
permit  said  loan  to  be  used  for  any  purpose  specified  in  subsection  fourth  of  this 
section. 

Eleventh.  Loans  not  invalidated  by  unauthorized  acts  by  banks  or 
associations. — No  loan  or  the  mortgage  securing  the  same  shall  be  impaired  or 
invalidated  by  reason  of  the  exercise  of  any  power  by  any  Federal  land  bank  or 
national  farm  loan  association  in  excess  of  the  powers  herein  granted  or  any  limi¬ 
tations  thereon. 

Twelfth.  Reduction  of  interest  on  loans  and  deferment  of  principal. — 
Notwithstanding  the  provisions  of  paragraph  “second”  of  this  section,  the  rate 
of  interest  on  any  loans  on  mortgage  made  through  national  farm-loan  associations 
or  through  agents  as  provided  in  sections  801—808  of  this  title,  or  purchased  from 
joint  stock  land  banks,  by  any  Federal  land  bank,  outstanding  on  May  12,  1933, 
or  made  through  national  farm  loan  associations  after  such  date,  shall  not  exceed 
3}i  per  centum  per  annum  for  all  interest  payable  on  installment  dates  occurring 
within  a  period  of  nine  years  commencing  July  1,  1935;  and  no  payment  of  the 
principal  portion  of  any  installment  of  any  such  loan  outstanding  on  June  3,  1935, 
shall  be  required  prior  to  July  11,  1938,  if  the  borrower  shall  not  be  in  default 
with  respect  to  any  other  condition  or  covenant  of  his  mortgage.  The  foregoing, 
provisions  shall  apply  to  loans  made  by  Federal  land  banks  through  branches 
except  that  the  rates  of  interest  paid  for  the  respective  periods  above  specified 
shall  be  one-half  of  1  per  centum  per  annum  in  excess  of  the  rates  of  interest  paid 
during  the  corresponding  periods  by  borrowers  on  mortgage  loans  made  through 
natonal  farm-loan  associations.  The  foregoing  provisions  shall  also  apply  to 
interest  on  so-called  purchase-money  mortgages  and  on  real  estate  sales  contracts 
taken  by  the  Federal  land  banks  which  is  payable  on  installment  dates  occurring 
after  June  30,  1942,  except  that  in  the  case  of  such  mortgages  and  contracts  the 
rate  of  interest  shall  be  one-half  of  1  per  centum  per  annum  in  excess  of  the  rate 
paid  bv  borrowers  on  mortgage  loans  made  through  national  farm  loan  associa¬ 
tions  '  The  Secretary  of  the  Treasury  shall  pay  each  Federal  land  bank,  as  soon 
as  practicable  after  October  1,  1933,  and  after  the  end  of  each  quarter  thereafter, 
such  amount  as  the  Land  Bank  Commissioner  certifies  to  the  Secretary  of  the 
Treasury  is  equal  to  the  amount,  by  which  interest  payments  on  mortgages  held 
by  such  bank  have  been  reduced,  during  the  preceding  quarter,  by  reason  of  this 
paragraph;  but  in  any  case  in  which  the  Land  Bank  Commissioner  finds  that,  the 
amount  of  interest  payable  by  such  bank  during  any  quarter  has  been  reduced 
bv  reason  of  the  refinancing  of  bonds  under  section  992  of  this  title,  the  amount 
of  the  reduction  so  found  shall  be  deducted  from  the  amount  payable  to  such  bank 
under  this  paragraph.  No  payments  shall  be  made  to  a  bank  with  respect  to 
any  period  after  June  30,  1944.  There  is  authorized  to  be  appropriated,  out  of 
any  money  in  the  Treasury  not  otherwise  appropriated,  the  sum  of  $15,000,000 
for  the  purpose  of  enabling  the  Secretary  of  the  Treasury  to  make  payments  to 
Federal  land  banks  which  accrue  during  the  fiscal  year  ending  June  30,  1934,  and 
such  additional  amounts  as  may  be  necessary  to  make  payments  accruing  during 
subsequent  fiscal  years. 

POWERS  OF  FEDERAL  LAND  BANKS  GENERALLY 

781.  ENUMERATED  POWERS. 

******* 

Tenth  Extension  of  obligations  unpaid  under  terms  of  mortgages. 
When  in  the  judgment  of  the  directors  conditions  justify  it,  to  extend,  in  whole  or 
in  part,  any  obligation  that  may  be  or  become  unpaid  under  the  terms  of  any 
mortgage,  and  to  accept  payment  of  any  such  obligation  during  a  period  of  five 
years  or  less  from  the  date  of  such  extension  in  such  amounts  as  uiay  be  agreed 
upon  at  the  date  of  making  such  extension.  LThe  sum  of  $25,000,000  of  the 
amount  authorized  to  be  appropriated  under  section  698  of  this  title  shall  be  used 
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exclusively  for  the  purpose  of  supplying  any  bank  with  funds  to  use  in  its  opera-  > 
tions  in  place  of  any  amounts  of  which  such  bank  may  be  deprived  by  reason  of 
extensions  made  as  provided  in  this  paragraph.!  The  terms  of  any  such  extension 
shall  be  such  as  will  not  defer  the  collection  of  any  obligation  due  by  any  borrower 
which,  after  investigation  by  the  bank  of  the  situation  of  such  borrower,  is  shown 
to  be  within  his  capacity  to  meet,  fin  the  case  of  any  sucti  extension,  or  in  the 
case  of  any  deferment  of  principal  as  provided  in  paragraph  “Twelfth”  of  section 
771  of  this  title,  it  snail  be  the  duty  of  the  Secretary  of  the  Treasury,  on  behalf 
of  the  United  States,  upon  the  request  of  the  Federal  land  bank  making  the 
extension,  and  with  the  approval  of  the  Land  Bank  Commissioner,  to  subscribe  at 
such  periods  as  the  Commissioner  shall  determine,  to  the  paid-in  surplus  of  such 
bank  an  amount  equal  to  the  amount  of  all  such  extensions  and  deferments  made 
by  the  bank  during  the  preceding  period.  Such  subscriptions  shall  be  subject  to 
call,  in  whole  or  in  part,  by  the  bank  with  the  approval  of  the  Commissioner  upon 
thirty  days’  notice.  To  enable  the  Secretary  of  the  Treasury  to  make  such  sub-  ■ 
scriptions  to  the  paid-in  surplus  of  the  Federal  land  banks,  there  is  authorized  to 
be  appropriated  the  sum  of  $50,000,000,  to  be  immediately  available  and  remain 
available  until  expended.  Upon  payment  to  any  Federal  land  bank  of  the 
amount  of  any  such  subscription,  such  bank  shall  execute  and  deliver  a  receipt  I 
therefor  to  the  Secretary  of  the  Treasury  in  form  to  be  prescribed  by  the  Land 
Bank  Commissioner.  The  amount  of  any  subscriptions  to  the  paid-in  surplus  of  | 
any  such  bank  may  be  repaid  in  whole  or  in  part  at  any  time  in  the  discretion  of 
the  bank  and  with  the  approval  of  the  Land  Bank  Commissioner,  and  the  Com¬ 
missioner  may  at  any  time  require  such  subscriptions  to  be  repaid  in  whole  or  in 
part  if  in  his  opinion  the  bank  has  resources  available  therefor.  The  unexpended 
balances  of  the  funds  appropriated  by  the  Fourth  Deficiency  Act,  fiscal  year  1933, 
approved  June  16.  1933  (48  Stat.  279),  the  Emergency  Appropriation  Act,  fiscal 
year  1935,  approved  June  19,  1934  (48  Stat.  1060),  the  Second  Deficiency  Appro¬ 
priation  Act,  fiscal  year  1935,  approved  August  12,  1935  (49  Stat.  592),. the  First  1 
Deficiency  Appropriation  Act,  fiscal  year  1936,  approved  June  22,  1936  (49  Stat.  j 
1597),  the  Treasury  Department  Appropriation  Act,  1937,  approved  June  23, 
1936  (49  Stat.  1827),  and  the  Treasury  Department  Appropriation  Act,  1938, 
approved  May  14,  1937  (50  Stat.  137),  for  the  purpose  of  enabling  the  Secretary 
of  the  Treasury  to  make  subscriptions  to  the  paid-in  surplus  of  the  Federal  land 
banks,  as  provided  for  in  this  paragraph,  and  the  proceeds  of  all  repayments  on 
account  of  such  paid-in  surplus,  shall  be  held  in  the  Treasury  of  the  United  States  1 
as  a  revolving  fund  and  shall  be  available  for  subscriptions  to  paid-in  surplus  made 
pursuant  to  this  paragraph.! 

APPLICATION  OF  AMORTIZATION  AND  INTEREST  PAYMENTS 

891.  PAYMENTS  UPON  MORTGAGES  PLEDGED  AS  COLLATERAL  FOR  BOND  ISSUE;  NO¬ 
TICE  TO  REGISTRAR;  CANCELLATION  OF  MORTGAGE  AND  DISCHARGE  OF  LIEN 
UPON  FULL  PAYMENT. 

[Whenever  any  Federal  land  bank,  or  joint-stock  land  bank,  shall  receive  any 
interest,  amortization,  or  other  payments  upon  any  first  mortgage  or  bond  pledged 
as  collateral  security  for  the  issue  of  farm-loan  bonds,  it  shall  forthwith  notify  the 
farm-loan  registrar  of  the  items  so  received.  Said  registrar  shall  forthwith  cause 
such  payment  to  be  duly  credited  upon  the  mortgage  entitled  to  such  credit. 
Whenever  any  such  mortgage  is  paid  in  full,  said  registrar  shall  cause  the  same  to 
be  canceled  and  delivered  to  the  proper  land  bank,  which  shall  promptly  satisfy 
and  discharge  the  lien  of  record  and  transmit  such  canceled  mortgage  to  the 
original  maker  thereof,  or  his  heirs,  administrators,  executors,  or  assigns.! 

Whenever  any  Federal  land  hank,  or  joint-stock  land  bank,  shall  receive  any  prin¬ 
cipal  payments  upon  any  first  mortgage  or  bond  pledged  as  collateral  security  for  the 
issue  of  farm-loan  bonds,  it  shall  forthwith  notify  the  farm-loan  registrar  thereof  as 
may  be  required  by  the  Farm  Credit  Administration.  Said  registrar  shall  reflect 
such  payment  on  his  records  in  such  manner  as  may  be  prescribed  by  the  Farm  Credit 
Administration.  Upon  notice  from  the  bank  that  any  such  mortgage  is  paid  in  full, 
said  registrar  shall  cause  the  same  to  be  delivered  to  the  proper  land  bank,  which  shall 
promptly  cancel  said  mortgage  and  transmit  such  canceled  mortgage,  together  with  a 
release,  or  satisfaction  thereof  as  may  be  required  to  satisfy  and  discharge  the  lien  of 
record,  to  the  original  maker  thereof,  or  his  heirs,  administrators,  executors,  or  assigns. 
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IN  THE  HOUSE  OF  REPRESENTATIVES 

March  22, 1949 

Mr.  Poage  introduced  the  following  bill ;  which  was  referred  to  the  Com¬ 
mittee  on  Agriculture 

May  27, 1949 

Reported  with  an  amendment,  committed  to  the  Committee  of  the  \\  hole  House 
on  the  State  of  the  Union,  and  ordered  to  be  printed 

[Iusert  the  part  printed  in  italic] 


To  amend  the  Federal  Farm  Loan  Act,  as  amended,  to  authorize 
loans  through  national  farm-loan  associations  in  Puerto  Rico; 
to  modify  the  limitations  on  Federal  land-bank  loans  to  any 
one  borrower;  to  repeal  provisions  for  subscriptions  to 
paid-in  surplus  of  Federal  land  banks  and  cover  the  entire 
amount  appropriated  therefor  into  the  surplus  fund  of  the 
Treasury;  to  effect  certain  economies  in  reporting  and  re¬ 
cording  payments  on  mortgages  deposited  with  the  registrars 
as  bond  collateral,  and  canceling  the  mortgage  and  satisfying 
and  discharging  the  lien  of  record ;  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  (a)  section  4  of  the  Federal  Farm  Loan  Act,  as 

4  amended  (title  12,  U.  S.  0.  672) ,  is  hereby  further  amended 
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by  adding  a  new  paragraph  to  said  section  immediately 
following  the  second  paragraph  thereof  to  read  as  follows: 

“Notwithstanding  the  provisions  of  this  section,  loans 
may  be  made  in  Puerto  Pico  and  Alaska  through  national 
farm-loan  associations,  and  the  interest  rate  applicable  to 
such  loans  shall  be  as  provided  in  section  12  of  this  Act.  Said 
associations  shall  be  organized  pursuant  to  section  7  of  this 
Act,  except  that,  upon  the  recommendation  of  the  Federal 
land  bank  concerned,  any  such  national  farm-loan  associa¬ 
tion  may  be  organized  by  ten  or  more  borrowers  who  have 
obtained  direct  loans  through  a  branch  bank  which  aggre¬ 
gate  not  less  than  $20,000,  and  who  reside  in  a  locality 
which  may  be  covered  and  served  conveniently  by  the 
charter  of  a  national  farm-loan  association  and  any  national 
farm-loan  association  after  it  has  become  organized  may 
permit  any  direct-loan  borrower  through  a  branch  bank  to 
join  the  association.  As  to  any  direct-loan  borrower  through 
a  branch  bank  who  participates  in  the  organization  of  a 
national  farm-loan  association  or  joins  a  national  farm-loan 
association  after  it  has  become  organized  ( 1 )  the  association 
shall  endorse,  and  thereby  become  liable  for  the  payment  of, 
his  mortgage  loan  held  by  the  Federal  land  bank;  (2)  the 
stock  in  the  Federal  land  bank  held  by  him  shall  be  ex¬ 
changed  for  a  like  amount  of  stock  in  said  bank  issued  in 
the  name  of  the  association  and  the  association  shall  issue 
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a  like  amount  of  its  stock  to  him,  all  in  the  manner  and 
subject  to  the  terms  and  conditions  provided  in  the  fifteenth 
paragraph  of  section  7  of  this  Act  (title  12,  U.  S.  0.  723 
(d)  )  ;  and  (3)  the  interest  rate  payable  by  him,  beginning 
with  the  next  regular  installment  date  following  the  endorse¬ 
ment  of  his  loan,  shall  he  reduced  to  a  rate  one-half  of  1 
per  centum  per  annum  less  than  the  rate  paid  by  him  prior 
to  such  endorsement.” 

(h)  The  last  sentence  of  -the  first  paragraph  of  section 
4  of  the  Federal  Farm  Loan  Act,  as  amended  (title  12, 
FT.  S.  C.  672),  is  further  amended  by  striking  the  words 
“by  such  branch  bank”  from  the  proviso  at  the  end  thereof. 

(c)  The  first  sentence  of  the  twelfth  paragraph  of 
section  7  of  the  Federal  Farm  Loan  Act,  as  amended 
(title  12  U.  S.  C.  723  (a)),  is  further  amended  by 
striking  the  words  “in  the  continental  Fnited  States”. 

Sec.  2.  Paragraph  “Seventh”  of  section  12  of  the  Fed¬ 
eral  Farm  Loan  Act  (title  12,  U.  S.  C.  771)  is  hereby 
amended  to  read  as  follows: 

“Seventh.  The  amount  of  loans  to  any  one  borrower 
shall  not  exceed  $25,000  unless  approved  by  the  Land 
Bank  Commissioner,  nor  shall  any  one  loan  be  for  a  less 
sum  than  $100,  but  preference  shall  be  given  to  applica¬ 
tions  for  loans  of  $10,000  and  under.” 

Sec.  3.  All  of  paragraph  “Tenth”  of  section  13  of  the 
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1  Federal  Farm  Loan  Act,  as  amended  (title  12,  IT.  S.  C. 

2  781,  Tenth) ,  except  the  first  and  third  sentences  thereof 

3  is  hereby  repealed.  The  Secretary  of  the  Treasury  shall 

4  cause  to  he  carried  to  the  surplus  fund  and  covered  into  the 

5  Treasury  the  total  amount  appropriated  for  subscriptions 

6  to  paid-in  surplus  of  the  Federal  land  hanks  and  now  held 

7  in  the  revolving  fund  created  pursuant  to  the  provisions 

8  of  law  hereby  repealed. 

\ 

9  Sec.  4.  The  first  paragraph  of  section  22  of  the  Federal 

10  Farm  Loan  Act,  as  amended  (title  12,  IT.  S.  C.  891),  is 

11  hereby  amended  to  read  as  follows : 

12  “Whenever  any  Federal  land  bank,  or  joint-stock  land 

13  bank,  shall  receive  any  principal  payments  upon  any  first 

14  mortgage  or  bond  pledged  as  collateral  security  for  the  issue 

15  of  farm-loan  bonds,  it  shall  forthwith  notify  the  farm-loan 

16  registrar  thereof  as  may  he  required  by  the  Farm  Credit 

17  Administration.  Said  registrar  shall  reflect  such  payment 

18  on  his  records  in  such  manner  as  may  he  prescribed  by  the 

19  Farm  Credit  Administration.  Upon  notice  from  the  bank 

20  that  any  such  mortgage  is  paid  in  full,  said  registrar  shall 

21  cause  the  same  to  be  delivered  to  the  proper  land  bank, 

22  which  shall  promptly  cancel  said  mortgage  and  transmit 
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1  such  canceled  mortgage,  together  with  a  release  or  satis- 

2  faction  thereof  as  may  he  required  to  satisfy  and  discharge 

3  the  lien  of  record,  to  the  original  maker  thereof,  or  his 

4  heirs,  administrators,  executors,  or  assigns.” 
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81st  Conoress  1  HOUSE  OF  REPRESENTATIVES  (  Report 
1st  Session  f  »  No-  902 


CONSIDERATION  OF  H.  R.  3699 


June  24,  1949— Referred  to  the  House  Calendar  and  ordered  to  be  printed 


Mr.  Smith  of  Virginia,  from  the  Committee  on  Rules,  submitted  the 

following 

REPORT 

[To  accompany  H.  Res.  266] 


The  Committee  on  Rules,  having  had  under  consideration  House 
Resolution  266,  report  the  same  to  the  House  with  the  recommendation 
that  the  resolution  do  pass. 
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81st  CONGRESS 
1st  Session 


House  Calendar  No.  94 

H.  RES.  266 

[Report  No.  902] 


IN  THE  HOUSE  OF  REPRESENTATIVES 

June  24, 1949 

Mr  Smith  of  Virginia,  from  the  Committee  on  Rules,  reported  the  following 
. resolution;  which  was  referred  to  the  House  Calendar  and  ordered  to  be 

printed 


RESOLUTION 

1  Resolved,  That  immediately  upon  the  adoption  of  this 

2  resolution  it  shall  be  in  order  to  move  that  the  House  resolve 

3  itself  into  the  Committee  of  the  Whole  House  on  the  State 

4  of  the  Union  for  the  consideration  of  the  bill  (H.  R.  3699) 

5  to  amend  the  Federal  Farm  Loan  Act,  as  amended,  to 

6  authorize  loans  through  national  farm-loan  associations  m 

7  Puerto  Rico,  to  modify  the  limitations  on  Federal  land-bank 

8  loans  to  any  one  borrower;  to  repeal  provisions  for  sub- 

9  scrip tions  to  paid-in  surplus  of  Federal  land  banks  and  covei 

10  the  entire  amount  appropriated  therefor  into  the  surplus 

11  fund  of  the  Treasury;  to  effect  certain  economies  in  reporting 

12  and  recording  payments  on  mortgages  deposited  with  the 
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registrars  as  bond  collateral,  and  canceling  the  mortgage 
and  satisfying  and  discharging  the  lien  of  record;  and  for 
other  purposes.  That  after  general  debate  which  shall  be 
confined  to  the  bill  and  continue  not  to  exceed  one  hour, 
t°  equally  divided  and  controlled  by  the  chairman  and 
ranking  minority  member  of  the  Committee  on  Agriculture, 
the  bill  shall  be  read  for  amendment  under  the  five-minute 
rule.  At  the  conclusion  of  the  consideration  of  the  bill  for 
amendment,  the  Committee  shall  rise  and  report  the  bill 
to  the  House  with  such  amendments  as  may  have  been 
adopted  and  the  previous  question  shall  be  considered  as 
ordered  on  the  bill  and  amendments  thereto  to  final  passage 
without  intervening  motion  except  one  motion  to  recommit. 
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CONGRESSIONAL  RECORD— HOIj 


Instead  of  the  $50  or  $60  rent  stated  by 
the  gentleman  from  Massachusetts  to  be 
the'minimum,  H.  R.  4009  will  provide 
housing  at  an  average  rent  of  something, 
under  $30  a  month  including  all  utili¬ 
ties.  Th^s -figure  appears  on  page  19  of; 
the  report' from  the  House  Committee  on 
Banking  and  Currency. 

Thus,  the  ''■provisions  of  H.  R.  4009  jj 
would  aid  direbfly  those  families  which 
the  gentleman  iTom  Massachusetts  is  ■ 
worried  about.  l\pnder,  in  view  of  the; 
fact  that  this  bill  does  directly  provide; 
for  those  families  that  the  gentleman; 
is  concerned  about,  if  nkwill  not  support;, 
it.  Furthermore,  the  amount  of  subsidy; 
which  is  available  will  pernfit  substantial  j 
numbers  of  families  to  b\  housed  at; 
rents  from  $10  to  $15  per  mom  includ¬ 
ing  all  utilities  when  their  inromes  are 
so  low  as  to  warrant  such  very  ldW  rents. 

I  believe  that  the  distinguished  mi¬ 
nority  leader  may  wish  to  correclNdhe 
impression  which  he  has  given  the  Ho\se 
that  no  one  unable  to  pay  $50  couT 
qualify.  I  know  that  the  distinguishec 
minority  leader  wishes  to  be  fair. 

EXTENSION  OF  REMARKS 

Mr.  BUCHANAN  asked  and  was  given 
permission  to  extend  his  remarks  in  the 
Appendix  of  the  Record  in  13  different 
instances. 

Mr.  RABAUT  asked  and  was  given 
permission  to  extend  his  remarks  in  the 
Appendix  of  the  Record  in  four  separate 
instances  and  in  each  to  include  extrane¬ 
ous  matter. 

Mr.  PRESTON  asked  and  was  given 
permission  to  extend  his  remarks  in  the 
Appendix  of  the  Record  in  two  separate 
instances  and  to  include  a  newspaper 

AMENDING  THE  FEDERAL  FARM  LOAN 
ACT 

Mr.  SMITH  of  Virginia,  from  the  Com¬ 
mittee  on  Rules,  reported  the  following 
privileged  resolution  <H.  Res.  266)  pro¬ 
viding  for  the  consideration  of  the  bill 
(H.  R.  3699)  to  amend  the  Federal  Farm 
Loan  Act,  as  amended,  to  authorize  loans 
through  national  farm-loan  associations 
in  Puerto  Rico;  to  modify  the  limitations 
on  Federal  land-bank  loans  to  any  one 
borrower;  to  repeal  provisions  for  sub¬ 
scriptions  to  paid-in  surplus  of  Federal 
land  banks  and  cover  the  entire  amount 
appropriated  therefor  into  the  surplus 
fund  of  the  Treasury;  to  effect  certain 
economies  in  reporting  and  recording 
payments  on  mortgages  deposited  with 
the  registrars  as  bond  collateral,  and 
canceling  the  mortgage  and  satisfying 
and  discharging  the  lien  of  record;  and 
for  other  purposes  (Rept.  No.  902), 
which  was  referred  to  the  House  Calen¬ 
dar  and  ordered  to  be  printed : 

Resolved,  That  immediately  upon  the 
adoption  of  this  resolution  it  shall  be  in  or¬ 
der  to  move  that  the  House  resolve  itself  into 
the  Committee  of  the  Whole  House  on  the 
State  of  the  Union  for  the  consideration  of 
the  bill  (H.  R.  3699)  to  amend  the  Federal 
Farm  Loan  Act,  as  amended,  to  authorize 
loans  through  national  farm-loan  associa¬ 
tions  in  Puerto  Rico;  to  modify  the  limita¬ 
tions  on  Federal  land-bank  loans  to  any 
one  borrower;  to  repeal  provisions  for  sub¬ 
scriptions  to  paid-in  surplus  of  Federal  land 
banks  and  cover  the  entire  amount  appropri¬ 


ated  therefor  into  the  surplus  fund  of  the 
Treasury;  to  effect  certain  economies  in  re¬ 
porting  and  recording  payments  on  mort¬ 
gages  deposited  with  the  registrars  as  bond 
collateral,  and  canceling  the  mortgage  and 
satisfying  and  discharging  the  lien  of  record; 
and  for  other  purposes.  That  after  general 
debate  which  shall  be  confined  to  the  bill 
and  continue  not  to  exceed  1  hour,  to  be 
equally  divided  and  controlled  by  the  chair¬ 
man  and  ranking  minority  member  of  the 
Committee  on  Agriculture,  the  bill  shall  be 
read  for  amendment  under  the  5-minute 
rule.  At  the  conclusion  of  the  consideration 
of  the  bill  for  amendment,  the  Committee 
shall  rise  and  report  the  bill  to  the  House 
with  such  amendments  as  may  have  been 
adopted  and  the  previous  question  shall  be 
considered  as  ordered  on  the  bill  and  amend¬ 
ments  thereto  to  final  passage  without  in¬ 
tervening  motion  except  one  motion  to  re¬ 
commit. 

THgittOIJSB  i  ■ 

Mr.  RANKIN.  Mr.  Speaker,  I  ask 
unanimous  consent  to  address  the  House 
for  1  minute  and  to  revise  and  extend 
my  remarks  and  include  certain  news¬ 
paper  articles. 

The  SPEAKER.  Is  there  objection  to 
le  request  of  the  gentleman  from  Mis  -J 
sl^ippi? 

jere  was  no  objection. 

[M^.  RANKIN  addressed  the  Incuse. 
His  renaarks  appear  in  the  Appendix  of 
today’s  Record.] 

PERMISSION  TO  ADDRESS  TH&  HOUSE 

Mr.  CHRISTOPHER.  TM.  Speaker,  I 
ask  unanimouk  consent  bo  address  the 
House  for  1  minute.  , 

The  SPEAKERS.  Is  .there  objection  to 
the  request  of  the \qntleman  from  Mis¬ 
souri? 

There  was  no  objection. 

[Mr.  CHRISTOPHEI\addressed  the 
House.  His  nnnarks  wil\appear  here¬ 
after  in  the/ Appendix.] 

POST  OFBICE  DEPARTMENTVMESSAGE 
FROM  THE  PRESIDENT  OF  ThK  UNITED 
STATES  (H.  DOC.  NO.  239) 

The  SPEAKER  laid  before  the  House 
;he/following  message  from  the  p\si- 
<leht  of  the  United  States,  whfch 
^read,  and  together  with  the  accompany* 
ing  papers,  referred  to  the  Committee1 
in  Post  Office  and  Civil  Service  and 
irdered  to  be  printed : 

To  the  Congress  of  the  United  States: 

No  Federal  activity  touches  more 
jlosely  the  daily  lives  of  the  people  of 
;his  Nation  than  the  postal  service.  It 
Is  not  without  reason  that  for  many  of 
>ur  citizens  the  post  office  has  come  to 
symbolize  the  Federal  Government.  The 
manner  in  which  the  Government  man¬ 
ges  this  service,  one  of  the  world’s 
argest  businesses,  is  necessarily  a  mat¬ 
er  of  direct  and  vital  concern  to  every 
ierson  in  the  United  States. 

We  may  justly  take  pride  in  the 
achievements  of  the  Post  Office  Depart¬ 
ment.  No  other  country  furnishes  a 
better  or  more  varied  postal  service,  and 
many  other  countries  have  used  our 
postal  service  as  a  model.  The  magni¬ 
tude  of  its  operations  may  be  seen  from 
the  fact  that  the  Department  in  1  year 
transports  and  delivers  more  than 
40,000,000,000  pieces  of  mail  and  handles 
more  than  800,000,000  transactions  in 
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such  special  services  as  money  orders, 
:ollect-on-delivery  mail,  and  postal  sav¬ 
ings.  The  Department  has  dope  its  vast 
job  well  and  the  effectiveness  of  its  (der¬ 
ations  is  a  tribute  to  the  loyalty  and 
know-how  of  its  more  than  500,000  of¬ 
ficers  and  employees.  J 

The  achievements  of  the  Department 
are  all  the  more  remarkable  when  it  is 
considered  that  they  havg'been  accom¬ 
plished  despite  a  number^m  serious  hand¬ 
icaps.  Many  of  the^r  handicaps  are 
enumerated  in  the  report  of  the  Com¬ 
mission  on  Organization  of  the  Executive 
Branch  of  the  Government.  Among  the 
more  importantjfbstacles  to  the  efficient 
administration^  the  Department  noted 
by  the  Comipffssion  are  (1)  the  maze  of 
DUt-moded_vJaws  which  stifle  proper  ad¬ 
ministration,  (2)  the  lack  of  freedom  and 
'‘flexibility  essential  to  the  conduct  of  a 
business  operation,  and  (3)  methods  of 
budgeting  and  accounting  which  are  en¬ 
tirely  unsuited  to  a  business  of  the  size 
a^u  character  of  the  postal  service. 

The  budget  and  accounting  procedures 
rprescribed  by  law  are  particularly  cum¬ 
bersome.  Currently,  the  postal  service 
is  operated  under  58  separate  appropria¬ 
tion  items,  each  of  which  must  be  inde¬ 
pendently  justified  by  the  Department 
officials,  reviewed  and  approved  by  the 
Congress,  and  apportioned  for  each  quar¬ 
ter  by  the  Bureau  of  the  Budget.  These 
individual  appropriation  items  range  in 
amount  from  $3,000  to  over  $600,000,000. 
Every  dollar  spent  must  be  charged 
against  a  specific  appropriation,  and 
transfers  from  one  account  to  another 
are  permitted  only  within  certain  nar¬ 
row  limits.  The  procedures  prevent  the 
Department  from  operating  any  office  as 
a  fiscal  unit  with  the  result  that  the 
postal  management,  the  President,  and 
the  Congress  are  unable  to  obtain  a  com¬ 
plete  and  accurate  picture  of  postal 
operations. 

The  Post  Office  Department  obviously 
can  control  its  annual  expenditures  only 
within  broad  limits.  As  in  the  case  of 
any  other  business,  its  expenses,  and  also 
its  income,  v/ill  vary  in  proportion  to  the 
demand  for  its  services.  However,  un¬ 
like  a  private  business,  the  Department 
pannot  refuse  to  serve  its  customers. 

insequently,  attempts  to  place  rigid 
arhi  detailed  limitations  on  specific  ac¬ 
tivities  constitutes  a  positive  hindrance 
to  sound  management  and  efficient  serv¬ 
ice  to\he  public. 

The  clwnmission  on  Organization  of 
the  Executive  Branch  of  the  Government 
indicated  tlmt  there  are  four  principal 
objectives  toward  which  improvements 
in  the  operati\as  of  the  postal  service 
should  be  directed.  These  are: 

(1)  Accounting\udgeting,  and  audit¬ 
ing  procedures  designed  to  improve  man¬ 
agement’s  control  oflfoe  business. 

(2)  Flexibility  of  expenditures  to  meet 
fluctuating  demands  forHpostal  service 
and  varying  conditions  of  operation  on  a 
Nation-wide  scale. 

(3)  Reasonable  freedom  froty  restric¬ 
tive  laws  and  regulations  governing  con¬ 
tracts,  purchases,  and  personnel  prac¬ 
tices. 

(4)  Administrative  authority  com¬ 
mensurate  with  responsibility. 
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I  am  in  wholehearted  agreement  with 
the  objectives  set  forth  by  the  Commis¬ 
sion";  * 

Several  steps  are  essential  if  we  are 
to  accomplish  the  above  goals.  I  recom¬ 
mend  as  one  of  the  first  steps  that  legis¬ 
lation  be  enacted  by  the  Congress  to 
place  the  Post  Office  Department  under 
the  Government  Corporation  Control 
Act  of  1945  so  that  it  will  have  the  benefit 
of  the  business-type  budget,  audit,  and 
accounting  procedures  prescribed  by  that 
act.  These  procedures  were  specifically 
devised  by  the  Congress  to  provide  more 
satisfactory  control  over  Federal  activi¬ 
ties  of  a  predominantly  business  nature. 
This  action  will  strengthen  greatly  the 
accountability  of  the  Department  to  the 
President  and  the  Congress.  This  type 
of  budget  and  audit  arrangements  will 
make  available  to  the  President  and  the 
Congress  for  the  first  time  the  kind  of 
information  which  is  required  to  appraise 
accurately  the  effectiveness  of  the  postal 
service  and  to  establish  adequate  con¬ 
trols  over  its  operations. 

It  will  not  be  sufficient,  however,  merely 
to  extend  the  provisions  of  the  Govern¬ 
ment  Corporation  Control  Act  to  the 
Department.  As  a  corollary,  the  legis¬ 
lation  should  give  to  the  Department  the 
same  degree  of  financial  and  operating 
flexibility  as  is  now  possessed  by  most 
Federal  business  enterprises.  Such  leg¬ 
islation  is  essential  if  the  postal  service 
is  to  be  conducted  on  a  businesslike  basis. 
It  is  an  axiom  of  sound  administration 
that  authority  should  be  commensurate 
with  responsibility.  No  authority  of 
management  is  more  important  than  that 
of  selecting  the  personnel  who  are  to 
operate  the  business.  If  the  Postmaster 
General  is  to  be  held  responsible  for  the 
efficient  conduct  of  the  postal  service, 
he  should  be  given  full  authority  to  ap¬ 
point  postmasters  and  other  postal  em¬ 
ployees  subject  only  to  the  provisions  of 
the  Civil  Service  and  Classification  Acts. 
Legislation  should  be  enacted  which  will 
give  such  authority  to  the  Postmaster 
General. 

In  order  to  strengthen  further  the 
management  of  the  Post  Office  Depart¬ 
ment,  I  have  transmitted  a  reorganiza-  , 
tion  plan  to  the  Congress.  This  plan, 
gives  to  the  Postmaster  General  essenj 
tial  authority  to  organize  and  contjjol 
his  Department  by  transferring  tohim 
the  functions  of  all  subordinate  ojficers 
and  agencies  of  the  Department.  At  also 
provides  for  the  establishment' of  the 
position  of  Deputy  Postmaster  General, 
and  an  Advisory  Board  for  thePost  Office 
Department.  These  measures  are  es¬ 
sential  to  furnish  the  Postmaster  Gen¬ 
eral  with  much-needed/^  assistance  and 
to  make  available  to  Inm  the  advice  of 
outstanding  private  /ntizens. 

Legislation  is  now  before  the  Congress 
which  would  authorize  the  Postmaster 
General  to  establish  a  research  and  de¬ 
velopment  program.  The  investigations 
and  studies  .under  this  program  would 
be  for  the  purpose  of  improving  and  in- 
troducing/hew  equipment,  methods,  and 
procedures  in  the  postal  service  in  or¬ 
der  tfystt  the  business  of  the  Post  Office 
Department  may  be  more  efficiently  and 
economically  handled.  Such  a  research 
and  development  program  will  contrib¬ 
ute  significantly  to  the  improved  opera¬ 


tion  of  the  postal  service.  I  urge  that 
the  Congress  act  favorably  upon  this 
legislation. 

The  postal  deficit  for  the  fiscal  year 
1950,  on  the  basis  of  current  postal  rates, 
would  be  more  than  $400,000,000.  This 
deficit  results  primarily  from  the  volume 
of  postal  business  which  is  carried  be¬ 
low  cost.  If  the  postal  service  is  to  be 
conducted  on  a  businesslike  basis,  it  is 
essential  that  the  postal  rates  be  brought 
in  line  with  the  increased  costs  of  postal 
operations.  I  again  strongly  urge,  as 
I  have  in  previous  messages  during  the 
past  2  years,  that  the  Congress  enact 
an  adequate  revision  of  the  postal-rate 
structure. 

I  believe  that  Reorganization  Plan  No. 
3  of  1949,  submitted  earlier  this  week, 
together  with  legislation  along  the  lines 
herein  recommended,  will  enable  the 
Government  better  to  make  substantial 
improvements  in  the  existing  organiza¬ 
tion  and  operations  of  the  Post  Office 
Department. 

Harry  S.  Truman. 

The  White  House,  June  24,  1949. 

CALL  OF  THE  HOUSE  / 

Mr.  ARENDS.  Mr.  Speaker,  I  make 
the  point  of  order  that  a  quorum  ys‘  not 
present. 

The  SPEAKER.  Evidently  a  quorum 
is  not  present.  / 

Mr.  PRIEST.  Mr.  Speake^f  I  move  a 
call  of  the  House.  / 

A  call  of  the  House  wa^ordered. 

The  Clerk  called  the  roll,  and  the  fol¬ 
lowing  Members  failed  to  answer  to  their 
names :  / 


Andresen, 
August  H 
Bland 
Boykin 
Buckley,  N.  Y, 
Bulwinkle 
Cavalcante 
Celler  / 
Clevenger 
Cunnlngfiam 
Dlngel, 

Fulti 
Gaw 
GUfaer 
all, 

Edwin  Arthur 
rHalleck 
Hart 
Hebert 

Hoffman,  Mich. 

Horan 

Huber 


[Roll  Ifo.  113] 

JackaOn,  Calif. 
Je  iJilngs 
Ks&rney 
arns 
ee 

Keefe 

Kennedy 

Kruse 

Lane 

Lichtenwalter 

Lodge 

McMillen,  Ill. 

Macy 

Miles 

Morrlsson 

Morton 

Moulder 

Murdock 

Murphy 

Pfeifer, 

Joseph  L. 
Philbln 


Plumley 
Potter 
Powell 
Rivers 
Roosevelt 
Sabath 
Scott,  Hugh 
D„  Jr. 
Secrest 
Staggers 
Taber 
Taylor 
Thomas,  N.J. 
Thompson 
Towe 
Whitaker 
White,  Idaho 
Withrow 


The  SPEAKER.  On  this  roll  call,  376 
Members  have  answered  to  their  names, 
a  quorum. 

By  unanimous  consent,  further  pro¬ 
ceedings  under  the  call  were  dispensed 
with. 

EXTENSION  OF  REMARKS 

Mrs.  DOUGLAS  asked  and  was  given 
permission  to  revise  and  extend  the  re¬ 
marks  she  will  make  in  the  Committee  of 
the  Whole  today  and  include  certain  let¬ 
ters  and  material  relating  to  the  housing 
bill  presently  being  considered. 

Mr.  HAYS  of  Arkansas  asked  and  was 
given  permission  to  extend  his  remarks 
in  the  Appendix  of  the  Record  and  in¬ 
clude  certain  quotations. 

CORRECTION  OF  ROLL  CALL 

Mr.  BOGGS  of  Louisiana.  Mr.  Speak¬ 
er,  roll  call  No.  Ill  indicates  I  was  ab¬ 
sent,  whereas  the  official  Record  shows 


I  was  present.  I  ask  unanimous  consent 
that  the  correction  be  made  accordingly. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Lou¬ 
isiana? 

There  was  no  objection. 

RURAL  TELEPHONES 

Mr.  COLMER,  from  the  Committee  on 
Rules,  reported  the  following  privileged 
resolution  (H.  Res.  267,  Rept.  No.  903), 
which  was  referred  tathe  House  Calen¬ 
dar  and  ordered  to  b.d’ printed: 

Resolved,  That  immediately  upon  the  adop¬ 
tion  of  this  resolution  it  shall  be  in  order  to 
move  that  the  House  resolve  itself  into  the 
Committee  of  the  Whole  House  on  the  State 
of  the  Union  .for  the  consideration  of  the 
bill  (H.  R.  2900)  to  amend  the  Rural  Electri¬ 
fication  Acfc/to  provide  for  rural  telephones, 
and  for  ojrfier  purposes.  That  after  general 
debate,  jtfhich  shall  be  confined  to  the  bill 
and  continue  not  to  exceed  2  hours,  to  be 
equally  divided  and  controlled  by  the  chair- 
?and  the  ranking  minority  member  of 
tq/  Committee  on  Agriculture,  the  bill  shall 
read  for  amendment  under  the  five-min- 
rte  rule.  At  the  conclusion  of  the  considera¬ 
tion  of  the  bill  for  amendment,  the  Com¬ 
mittee  shall  rise  and  report  the  bill  to  the 
House  with  such  amendments  as  may  have 
been  adopted  and  the  previous  question  shall 
be  considered  as  ordered  on  the  bill  and 
amendments  thereto  to  final  passage  with¬ 
out  intervening  motion  except  one  motion 
to  recommit. 

PERMISSION  TO  ADDRESS  THE  HOUSE 

Mr.  MARTIN  of  Massachusetts.  Mr. 
Speaker,  I  ask  unanimous  consent  to 
proceed  for  1  minute. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mas¬ 
sachusetts? 

There  was  no  objection. 

PROGRAM  NEXT  WEEK 

Mr.  MARTIN  of  Massachusetts.  Mr. 
Speaker,  may  I  ask  the  majority  leader 
if  he  can  tell  us  the  program  for  next 
week? 

Mr.  McCORMACK.  I  will  be  glad  to 
do  so,  but  before  taking  up  the  program 
for  next  week  may  I  advise  the  Members 
that  at  4  o’clock  this  afternoon  the  third 
deficiency  appropriation  bill  will  be  taken 
up  for  consideration. 

Mr.  MARTIN  of  Massachusetts, 
h  means  that  the  bill  we  are  pres¬ 
considering  will  go  over  until  next 

we£‘ 

Mfc, McCORMACK.  Yes.  For  Mon¬ 
day,  Th^sday,  Wednesday,  and  Thursday 
the  program  is  bracketed. 

On  Monday,  District  day,  there  is  one 
bill,  H.  R.  $(iff)5,  to  be  considered.  I  un¬ 
derstand  thisswill  take  only  a  short  time. 

After  consideration  of  that  bill  is  con¬ 
cluded  the  housing  bill  will  be  taken  up 
and  consideration*,  continued  until  that 
bill  is  disposed  of. 

I  may  say  that  it  i^syery  important  for 
Members  to  be  here  oh  Monday  because 
the  housing  bill  will  be  considered  under 
the  5-minute  rule.,  General  debate  will 
probably  conclude  this  afternoon  and  the 
bill  will  then  be  read  under  thp  5-minute 
rule.  We  want  to  dispose  of  this  bill  as 
quickly  as  possible  without  undue  rush. 

After  conclusion  of  consideration  of 
the  housing  bill,  the  next  order  of  busi¬ 
ness  will  be  the  bill  H.  R.  2960,  the  rural 
telephone  bill,  then  H.  R.  3191,  which  has 
to  do  with  compensation  to  injured 
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fair  compensation  to  persons  contracting 
to  deliver  certain  strategic  or  critical 
minerals  or  metals  in  cases  of  failure  to 
recover  reasonable  costs,  and  for  other 
purposes.” 

H.  R.  834  would  compensate  the  mining 
industry  for  virtually  all  losses  sustained 
during  the  war  in  connection  with  min¬ 
ing,  or  attempting  to  mine,  strategic  or 
critical  metals  and  minerals.  It  would 
provide  compensation  for  losses  includ¬ 
ing  net  capital  expenditures  which  oc¬ 
curred  in  filling  or  attempting  to  fill 
formal  contracts.  It  would  also  provide 
compensation  for  losses  which  occurred 
in  attempting  to  supply  such  metals  and 
minerals  even  where  no  contract  was 
entered  into  and  no  Government  official 
knew  of  the  efforts  being  made  to  supply 
the  material.  \ 

The  principle  that  the  Government 
should  compensate  war  contractors,  and 
volunteers  acting  without  contracts,  for 
losses  sustained  by  them  in  activities  re¬ 
lated  to  the  war  has  not  generally  been 
accepted.  The  implications  of  this  prin-\ 
ciple  are  profound,  both  with  respect  to 
our  finances  and  with  respect  to  our  free 
enterprise  system,  and  should  be  care¬ 
fully  considered  before  this  principle  is 
accepted. 

H.  R.  834  adopts  this  principle  with 
respect  to  a  single  industry,  the  mining 
industry. 

During  the  war  many  important 
metals  and  minerals  were  in  short  supply 
and  efforts  were  made  to  increase  their 
production.  The  United  States  Bureau  of 
Mines  and  the  United  States  Geological 
Survey  provided  assistance  in  exploration 
and  development  work,  at  no  direct  cost 
to  the  miner.  The  Reconstruction  Fi¬ 
nance  Corporation  stood  ready  to  make 
mining  loans  to  persons  in  need  of 
finances  to  develop  mining  properties. 
The  Defense  Plant  Corporation  stood 
ready  to  construct  and  equip  mining 
projects.  The  Metals  Reserve  Co.  offered 
to  purchase  the  materials  produced, 
either  through  specific  contracts  or  by 
purchasing  odd  lots.  The  Premium  Price 
Plan  for  copper,  lead,  and  zinc  provided 
an  operating  subsidy  for  increased  pro¬ 
duction.  / 

All  of  these  activities  were  carried  out 
within  the  traditional  framework  of  bur 
free-enterprise  system.  The  termsAnd 
conditions  of  the  assistance  which- Would 
be  provided  were  specified  in  advance.  A 
man  who  thought  he  coul<j  operate 
profitably  under  these  conditions  was 
free  to  do  so,  and  to  retain  the  profits 
if  his  operation  was  successful.  If,  how¬ 
ever,  the  operation  was  unsuccessful, 
either  because  his  cost/were  higher  than 
expected  or  because  Jlis  expectations  as 
to  the  supply  of  ore  were  not  realized, 
it  was  assumed  that  he  would  bear  the 
loss. 

The  Government  might  have  made  use 
of  the  cost-plus  contract  system  for  op¬ 
erating  themines  of  the  country  during 
the  war,  in  spite  of  the  general  reluc¬ 
tance  to  do  so  because  of  the  increased 
costs  which  would  be  expected  to  result 
from  this  system.  However,  this  would 
have  eliminated  and  deprived  the  min¬ 
ing  industry  of  any  profits  during  the 
war,  except  to  the  extent  of  the  fee  in¬ 


volved.  Whether  this  would  have  been 
more  effective  in  getting  out  the  needed 
materials,  whether  it  would  have  been 
more  economical  to  the  Government,  and 
whether  the  mining  industry  would  have 
welcomed  it,  cannot  now  be  determined. 
The  fact  is  that  the  Government  did  not 
enter  into  cost-plus  contracts  for  the 
operation  of  the  mines.  To  compensate 
the  unsuccessful  for  their  losses,  while 
the  successful  retain  their  profits,  leaves 
the  taxpayer  with  all  the  harmful  results 
of  . the  cost-plus  system  and  none  of  its 
benefits. 

I  do  not  believe  that  the  mining  in¬ 
dustry  as  a  whole  wants  to  adopt  the 
policy  that  the  Government  should  guar¬ 
anty  it  against  loss  in  time  of  emergency. 
Regulation  of  industry  and  assistance  to 
industry  in  time  of  war  are  necessary. 
They  can  be  carried  out  without  elimi¬ 
nating  all  risk  of  financial  loss  and  op¬ 
portunity  for  profit  with  the  resulting 
incentive  for  greater  efficiency  and  lower 
costs. 

- — While  the  mining  industry  differs  in 
-many  respects  from  other  industries,  I  . 
fipd  no  valid  basis  for  the  discrimination 
pi*Uposed  by  H.  R.  834.  Other  industries 
werb  urged  to  do  their  part  in  the  4rar 
program,  and  other  industries  responded 
as  splendidly  to  the  challenge  of  the  war¬ 
time  programs  as  did  the  mining  indus¬ 
try.  Man/of  these  industries  were  also 
exposed  to  /isks  that  wen/  unique  to 
them.  They  \oo  sustainedHosses  in  en¬ 
terprises  undertaken  as  q,<part  of  the  war 
effort.  Approval//  this' bill  would  likely 
result  in  demands  uy, many  other  classes 
of  persons  for  amendments  which  would 
grant  similar  relief  to  them. 

Section  2  of  H.-'R.  834'carries  the  prin¬ 
ciple  of  reimbursing  war\ontractors  for 
their  losses  oybv  to  persons\ho  may  have 
had  no  dea/ngs  at  all  with  j>he  Govern¬ 
ment,  and1  who  may  have  engaged  in  a 
mining  deration  which  the  Government 
would  iiave  discouraged  or  forbidden,  if 
the  niatter  had  been  brought  to  its  at¬ 
tention  .  Where  the  Government  spefeifi- 
c^rny  requested  that  an  operation  be 
Undertaken  for  the  purpose  of  supplying 
/  materials  to  a  contracting  agency  or 
'  war  contractor,  under  circumstances 
which  would  have  led  the  miner  to  ex¬ 
pect  reimbursement,  relief  can  now  be 
had  by  a  person  acting  on  such  a  request 
under  section  17  of  the  Contract  Settle¬ 
ment  Act.  Here  the  elements  of  a  con¬ 
tract  are  present,  together  with  a  fair 
basis  for  compensation  for  the  loss  re¬ 
sulting  from  failure  by  the  Government 
to  live  up  to  the  expectations  it  had 
brought  about.  Under  the  proposed 
amendment,  no  such  basis  for  liability 
exists.  In  fact,  the  opposite  might  be 
the  case.  A  person,  hearing  of  the  need 
for  a  scarce  mineral  over  the  radio  might 
in  good  faith  hurt  the  war  effort  con¬ 
siderably  by  making,  on  his  own  initia¬ 
tive,  a  substantial  expenditure  of  man¬ 
power  and  materials  in  a  fruitless  mining 
operation — however  much  reason  he  had 
to  believe  minerals  were  present  and 
however  free  he  might  be  of  fault,  negli¬ 
gence  or  speculative  purposes.  Further¬ 
more,  the  application  of  the  principles 
in  this  section  would  subject  the  Gov¬ 
ernment  to  an  unknown  and  undeter¬ 


minable  liability  and  would  have  a  disy/ 
turbing  .effect  upon  wartime  controls 
over  materials  and  manpower.  / 

The  Contract  Settlement  Act  ofr'1944 
has  been  in  effect  for  almost  /  years. 
The  provisions  of  this  act  wer/enacted 
for  the  speedy  settlement  of  terminated 
war  contracts.  Many  settlements  have 
been  made  under  it  and  many  decisions 
have  been  made  by  the''  boards  estab¬ 
lished  under  it.  I  consider  it  a  highly 
successful  piece  of  legislation,  and  one 
which  has  contributed  substantially  to 
the  transition  from  all-out  war  produc¬ 
tion.  / 

The  Lucas  Aet,  too,  of  August  7,  1946 
(60  Stat.  902/made  generous  provisions 
for  the  payment  of  equitable  claims  of 
contractors  including  those  in  the  min¬ 
ing  industry  for  losses  which  occurred 
in  the  performance  of  their  contracts. 

The“  enrolled  enactment  would  reopen 
thatentire  contract  settlement  program 
with  respect  to  minerals  and  metals  at  a 
time  when  that  program  has  been  prac¬ 
tically  completed.  The  principle  of  the 
finality  of  settlements,  which  was 
adopted  in  the  Contract  Settlement  Act 
and  which  experience  has  demonstrated 
to  be  sound,  would  be  abandoned.  Con¬ 
tracts  which  were  canceled  because  of 
default  by  the  contractor,  contracts 
which  were  completed,  contracts  which 
have  been  approved  by  the  courts  would 
be  reopened  and  new  claims  could  be 
filed  by  the  contractors.  This  would  add 
a  tremendous  administrative  burden  and 
expense.  Moreover,  since  the  personnel 
familiar  with  the  metals  and  minerals 
program  have,  for  the  most  part,  left  the 
Government,  it  would  be  very  difficult  to 
protect  the  Government’s  interest.  It 
would  be  especially  difficult  to  ascertain 
the  facts  with  respect  to  claims  made 
under  section  2. 

It  should  be  noted  that  the  Office  of 
Contract  Settlement  reported  to  Congress 
that,  as  a  result  of  a  thorough  survey,  it 
had  determined  that  the  provisions  used 
by  Metals  Reserve  Company — and  Recon¬ 
struction  Finance  Corporation  as  its  suc¬ 
cessor — in  terminating  and  settling  con¬ 
tracts  for  the  purchase  of  metals  and 
nLnerals  provided  fair  compensation  in 
accordance  with  the  principles  of  the 
Contract  Settlement  Act  of  1944. 

In  my  opinion,  it  would  be  a  serious 
error  to  introduce  at  this  time  a  new 
principle-Mnsurance  against  war-caused 
losses.  This  would  involve  reopening  the 
entire  program  of  financing  the  war,  with 
incalculable  effects  upon  our  finances. 

To  introduce  fcfiis  principle  in  the  case 
of  a  single  industry  would  not  only  give 
effect  to  an  unsouhd  principle  and  es¬ 
tablish  an  unfortunate  precedent  but  it 
would  give  rise  to  an  unjustifiable  dis¬ 
crimination.  \ 

Harry  S.  Truman. 

The  White  House,  July  11,  1949. 

The  SPEAKER.  The  objections  of  the 
President  will  be  spread  at  large  upon 
the  Journal. 

By  unanimous  consent,  the  bill  and 
message  were  referred  to  the  Commit¬ 
tee  on  the  Judiciary  and  ordered  to  be 
printed. 


July  11 
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MIDYEAR  ECONOMIC  REPORT — MESSAGE 
FROM  THE  PRESIDENT  OF  THE  UNITEp 
STATES  (H.  DOC.  NO.  252)  / 

The  SPEAKER  laid  before  the  Hoi/se 
t\ie  following  message  from  the  Presi¬ 
dent  of  the  United  States,  which  ,was 
read  and,  together  with  the  accompany¬ 
ing,  papers,  referred  to  the  Joint  Com¬ 
mittee  on  the  Economic  Report,  and 
orddj-ed  to  be  printed: 

The  White  Houses 
‘Washington,  D.  C.,  July  11,  1949. 
The  honorable  the  President,:  of  the  , 
Senate.  / 

The  Efpnorable  the  Speaker  of  the 
House)  of  Representatives.  I 
Sirs  :  i  am  presenting  herewith  a  Mid¬ 
year  Economic  Report  to  thfe  Congress. 
This  is  supplementary  to  the  Economic: 
Report  of  :  the  President  of  January  7,- 
1949,  and  Is  transmitted  i A  accordance  ; 
with  sectioh  3  (b)  of  the  Employment; 
Act  of  1946.' 

In  preparing  this  report  I  have  had 
the  advice  and  assistance  of  the  Coun¬ 
cil  of  Economic  Advises,  members  of  ; 
the  Cabinet,  apd  head^  of  independent, 
agencies.  \  / 

Together  with  this  report  I  am  trans-; 
mitting  a  report,  th&'  Economic  Situa¬ 
tion  at  Midyear  1940,  prepared  for  me 
by  the  Council  of  Economic  Advisers  in 
accordance  with  sacjtion.4  (c)  (2)  of  the 
Employment  Act  o»1946. 

Respectfully^ 

/  ^Iarry  S.  Truman. 

EXTENSIQN  OP  REMARKS 

Mr.  JENNINGS  asked  and  was  given 
permission  to  extend  his  remarks  in  the 
Record  and  include  ak  editorial. 
CORRECTION  OF  AlE  RECORD 

Mr.  JENNlJJGS.  Mr.'  Speaker,  I  ask 
unanimous  consent  to  make  the  follow¬ 
ing  corrections  in  the  ei&ension  of  my 
remarks  made  in  the  Appendix  of  the; 
Record  on-  Tuesday,  June  14,  of  this 
week :  /  \ 

Insert  ik  line  6  of  the  thii^i  column  on 
page  A33.58,  after  the  words  \and  figures 
“On  Janpary  18,”  the  date  “1940.”  On 
page  A3^59,  in  column  1,  in  the  sentence; 
below  me  words  “Douglas  Dapi”  in  the 
seventrf  line  thereof,  correct  tire  spell¬ 
ing  of'  the  word  “allays”,  so  that  the; 
same  /nay  be  spelled  “alloys.”  \ 

The  SPEAKER.  Is  there  objection  to 
the  Request  of  the  gentleman  from  Ten¬ 
nessee? 

There  was  no  objection. 

EXTENSION  OF  REMARKS 
■(Mr.  PACE  asked  and  was  given  permis¬ 
sion  to  extend  his  remarks  in  the  Record 
and  include  an  editorial. 

Mr.  KIRWAN  (at  the  request  of  Mr. 
Mansfield)  was  given  permission  to  ex- 
;  tend  his  remarks  in  the  Record  and  inr 
l  elude  3-  speech.  ■  .  . < 

PUERTO  RICO  FARM  LOANS 
Mr.  SMITH  of  Virginia.  Mr.  Speaker, 
I  call  up  House  Resolution  266  and  ask 
for  its  present  consideration. 

The  Clerk  read  the  resolution,  as  fol¬ 
lows: 

Resolved,  That  immediately  upon  the 
adoption  of  this  resolution  it  shall  be  in  order 
to  move  that  the  House  resolve  itself  into 
the  Committee  of  the  Whole  House  on  the 


State  of  the  Union  for  the  consideration  of 
the  bill  (H.  R.  3699)  to  amend  the  Federal 
Farm  Loan  Act,  as  amended,  to  authorize 
loans  through  national  farm-loan  associa¬ 
tions  in  Puerto  Rico,  to  modify  the  limita¬ 
tions  on  Federal  land-bank  loans  to  any  one 
borrower;  to  repeal  provisions  for  subscrip¬ 
tions  to  paid-in  surplus  of  Federal  land  banks 
and  cover  the  entire  amount  appropriated 
therefor  into  the  surplus  fund  of  the  Treas¬ 
ury;  to  effect  certain  economies  in  reporting 
and  recording  payments  on  mortgages  de¬ 
posited  with  the  registrars  as  bond  collateral, 
and  canceling  the  mortgage  and  satisfying 
and  discharging  the  lien  of  record;  and  for 
other  purposes.  That  after  general  debate 
which  shall  be  confined  to  the  bill  and  to 
continue  not  to  exceed  one  hour,  to  be 
equally  divided  and  controlled  by  the  chair¬ 
man  and  ranking  minority  member  of  the 
Committee  on  Agriculture,  the  bill  shall  be 
read  for  amendment  under  the  five-minute 
rule.  At  the  conclusion  of  the  consideration 
of  the  bill  for  amendment,  the  Committee 
shall  rise  and  report  the  bill  to  the  House 
with  such  amendments  as  may  have  been 
adopted  and  the  previous  question  shall  be 
considered  as  ordered  on  the  bill  and  amend¬ 
ments  thereto  to  final  passage  without  inter¬ 
vening  motion  except  one  motion  to  recom¬ 
mit. 

Mr.  SMITH  of  Virginia.  Mr.  Speaker, 
this  rule  makes  in  order  the  bill  H.  R. 
3699,  reported  unanimously  by  the  Com¬ 
mittee  on  Agriculture. 

The  object  of  the  bill  is  to  extend  the 
Federal  Farm  Loan  Act  so  as  to  permit 
the  making  of  loans  in  Puerto  Rico  and 
Alaska.  It  also  raises  the  limit  of  the 
amount  of  loans  which  may  be  made, 
doing  away  with  the  $50,000  l?mi£,  but  re¬ 
taining  the  provision  that  all  loans  over 
$25,000  must  be  approved  by  the  Com¬ 
missioner  himself. 

Strange  as  it  may  seem  this  bill  also  re¬ 
turns  to  the  Federal  Treasury  $189,000,- 
000  which  was  advanced  to  the  Federal 
land  banks,  and  for  which  they  have  no 
further  need.  They  are  in  splendid  con¬ 
dition  and  are  now  owned  by  their  various 
and  sundry  members. 

Mr.  Speaker,  I  reserve  the  balance  of 
my  time  and  I  yield  such  time  as  he  may 
desire  to  the  gentleman  from  Ohio  [Mr. 
Brown], 

Mr.  BROWN  of  Ohio.  Mr.  Speaker,  as 
the  gentleman  from  Virginia  [Mr.  Smith] 
has  explained,  this  is  a  rather  simple  bill. 
It  does  give  authority  for  the  Federal 
land  banks  to  operate  under  the  Federal 
Farm  Loan  Act  in  Puerto  Rico,  but  above 
all  does  save,  or  returns  to  the  Treasury, 
$189,000,000,  and  I  hope  everyone  is  in 
favor  of  that. 

There  are  no  requests  for  time  on  this 
side.  The  measure  was  reported  unani¬ 
mously,  as  I  understand  it,  both  by  the 
legislative  committee  and  the  Commit¬ 
tee  on  Rules. 

Mr.  SMITH  of  Virginia.  Mr.  Speaker, 
I  move  the  previous  question. 

The  previous  question  was  ordered. 

The  SPEAKER.  The  question  is  on 
agreeing  to  the  resolution. 

The  resolution  was  agreed  to. 

Mr.  COOLEY.  Mr.  Speaker,  I  move 
that  the  House  resolve  itself  into  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union  for  the  consideration 
of  the  bill  (H.  R.  3699)  to  amend  the  Fed¬ 
eral  Farm  Loan  Act,  as  amended,  to  au¬ 
thorize  loans  through  national  farm-loan 
associations  in  Puerto  Rico;  to  modify 


the  limitations  on  Federal  land-bank 
loans  to  any  one  borrower;  to  repeal  pro¬ 
visions  for  subscriptions  to  paid-in  sur¬ 
plus  of  Federal  land  banks  and  cover  the 
entire  amount  appropriated  therefor  into 
the  surplus  fund  of  the  Treasury;  to  ef¬ 
fect  certain  economies  in  reporting  and 
recording  payments  on  mortgages  de¬ 
posited  with  the  registrars  as  bond  col¬ 
lateral,  and  canceling  the  mortgage  and 
satisfying  and  discharging  the  lien  of 
record;  and  for  .other  purposes. 

The  motion  was  agreed  to. 

Accordingly  the  House  resolved  itself 
into  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  consid¬ 
eration  of  the  bill  H.  R.  3699,  with  Mr. 
Huber  in  the  chair. 

The  clerk  read  the  title  of  the  bill. 

By  unanimous  consent,  the  first  read¬ 
ing  of  the  bill  was  dispensed  with. 

The  CHAIRMAN.  Under  the  rule,  the 
gentleman  from  North  Carolina  [Mr, 
Cooley]  is  recognized  for  30  minutes, 
and  the  gentleman  from  Minnesota  [Mr. 
August  H.  Andresen]  will  be  recognized 
for  30  minutes. 

Mr.  COOLEY.  Mr.  Chairman,  as  has 
been  explained  by  the  gentleman  from 
Virginia  [Mr.  Smith!  and  the  gentleman 
from  Ohio  [Mr.  Brown],  this  bill  is  very 
simple.  At  the  same  time  it  is  very  im¬ 
portant.  It  does  recapture  and  cover  into 
the  Treasury  the  sum  of  $189,000,000. 

Without  attempting  to  discuss  the  bill 
myself,  I  would  like  to  yield  to  the  gen¬ 
tleman  from  Texas  [Mr.  Poage],  chair¬ 
man  of  the  subcommittee  which  con¬ 
ducted  the  hearings  and  reported  this 
bill  unanimously  to  the  Committee  on 
Agriculture.  The  bill  was  reported 
unanimously  by  the  entire  Committee 
on  Agriculture. 

I  now  yield  to  the  gentleman  from 
Texas  [Mr.  Poage]  7  minutes. 

Mr.  POAGE.  Mr.  Chairman,  this  bill 
does  four  different  and  distinct  tilings. 
These  different  changes  are  all  thrown 
into  the  one  bill  because  they  all  involve 
changes  in  the  organization  of  the  Fed¬ 
eral  Land  Bank  System.  The  bill  was 
captioned  “  A  bill  to  extend  privileges  of 
land-bank  borrowing  to  Puerto  Rico, 
and  for  other  purposes.”  Frankly,  it  will 
be  my  purpose  when  the  bill  is  read  for 
amendment  to  offer  two  amendments 
that  will  extend  the  privileges  of  the 
farm-credit  system'  to  Puerto  Rico, 
Alaska,  and  Hawaii,  because  it  seems 
that  they  should  all  be  placed  on  a  par¬ 
ity,  and  other  bills  were  introduced  to 
accomplish  that  purpose.  It  can  all  be 
done,  however,  in  this  one  bill.  On  that 
point  may  I  call  attention  to  the  fact 
that  under  the  original  lank-bank  law 
12  districts  were  set  up,  all  in  the  con¬ 
tinental  United  States.  Provision  has 
been  made  for  the  execution  of  loans  in 
Puerto  Rico  but  they  had  to  be  handled 
as  direct  loans  through  the  Baltimore 
bank,  a  direct  departure  from  the  pol¬ 
icy  of  the  Land  Bank  System  which  is  a 
cooperative  system  under  which  all  of 
the  stock  is  owned  by  the  borrowers.  It 
was  hoped  when  the  system  was  started, 
and  it  has  proven  true,  that  the  system 
could  be  operated  as  a  purely  farmer- 
owned  cooperative  system.  The  present 
policy  of  requiring  loans  for  Puerto  Rico, 
Alaska,  and  Hawaii  to  be  made  by  branch 
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banks  and  on  different  terms  than  is  done 
in  the  continental  United  States  does 
create  an  incongruity  in  the  Land  Bank 
System;  it  works  to  weaken  the  system. 

The  experience  of  the  bank  with  loans 
In  Puerto  Rico  has  been  that  they  have 
been  repaid  even  better  than  loans  made 
during  similar  periods  of  time  in  some 
States  of  the  Union.  The  loans  made 
through  the  Baltimore  bank — and  I  say 
this  without  intending  to  cast  any 
reflection  on  the  States  included  in  the 
Baltimore  area — the  experience  of  the 
loans  made  in  Puerto  Rico  has  been  bet¬ 
ter  than  on  loans  made  in  some  of  the 
States  of  continental  United  States.  So 
we  feel  that  there  should  be  no  objection 
to  the  policy  of  extending  to  the  outlying 
areas  of  the  United  States  the  same  prin¬ 
ciple  that  we  have  now  in  continental 
United  States. 

Section  2  of  the  bill  authorizes  a 
change  in  the  lending  powers  of  the 
bank.  Presently,  the  land  banks  are 
limited  to  loans  of  $50,000.  You  will  im¬ 
mediately  ask  why  they  should  increase 
the  amount.  There  are  two  reasons,  as 
I  see  it,  that  are  fundamental:  In  the 
first  place  the  Land  Bank  System  is  no 
longer  owned  by  the  Federal  Govern¬ 
ment  but  is  owned  entirely  by  the  farm¬ 
ers;  and,  it  seems  to  me,  they  should  be 
allowed  to  make  loans  to  such  of  their 
members  as  they  wish  wherever  these 
loans  are  shown  to  be  sound.  The  more 
important  factor,  however,  is  that  in 
order  to  carry  the  small  loans  that  we 
all  want  to  see  carried  by  the  land  bank 
systems,  loans  of  $500  or  $1,000,  and 
going  on  up  to  $2,500,  the  banks  lose 
money.  On  handling  those  small  loans 
it  is  inevitable  that  they  lose  money,  be¬ 
cause  the  cost  of  servicing  those  loans  is 
all  out  of  proportion  to  the  cost  of  serv¬ 
icing  the  larger  loans.  There  are  the 
same  attorney  fees;  there  are  the  same 
recording  fees,  there  are  the  same  exami¬ 
nation  fees,  and,  in  most  instances,  the 
bank  has  all  of  the  overhead  on  a  loan  of 
$500  that  it  would  have  on  a  loan  of 
$100,000. 

Mr.  AUGUST  H.  ANDRESEN.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  POAGE.  I  yield. 

Mr.  AUGUST  H.  ANDRESEN.  Sec¬ 
tion  2  provides  that  home  loans  shall  not 
be  made  in  excess  of  $25,000;  yet  the  law 
provides  that  loans  may  be  made  up  to 
$50,000.  The  Land  Bank  Commissioner, 
however,  is  given  the  opportunity  of  ap¬ 
proving  applications  for  $25,000.  Does 
the  language  in  section  2  authorize  the 
Land  Bank  Commissioners  to  approve 
loans  up  to  $50,000? 

Mr.  POAGE.  The  law  allows  loans  to 
be  made  up  to  $50,000  at  the  present 
time. 

This  bill  amends  the  present  law  in 
this  respect:  Under  this  bill  there  is  no 
upper  limit  for  approval  by  the  Land 
Bank  Commissioner  when  submitted  to 
Washington.  The  Land  Bank  Commis¬ 
sioner  must  approve  all  those  above  $25,- 
000,  although  it  requires  that  the  banks 
give  preference  to  loans  under  $10,000. 
The  present  limit  is  not  $25,000  as  the 
gentleman  understood,  it  is  $50,000.  The 
requirement  about  the  $25,000  is  that  in 
any  loan  in  excess  of  $25,000  the  security 
shall  be  submitted  to  the  Land  Bank 


Commissioner  and  receive  his  scrutiny 
before  the  loan  is  approved.  The  pur¬ 
pose  of  that,  of  course,  is  to  make  certain 
that  the  security  offered  for  these  larger 
loans  meets  every  possible  test  and  is 
just  as  good  as  we  can  get  in  the  way 
of  security.  That  is  the  reason  it  is 
required  in  the  case  of  large  loans  not 
only  that  the  local  Farm  Loan  Associa¬ 
tion  endorse  the  notes  as  they  are  re¬ 
quired  to  do  today,  not  only  that  the 
local  land  bank  approve  the  loans  but 
if  the  loan  exceeds  $25,000  that  it  be 
submitted  to  the  Land  Bank  Commis¬ 
sioner  in  order  that  he  may  again 
scrutinize  it  and  determine  that  there  is 
no  possibility  of  loss  on  the  loan.  Actu¬ 
ally  these  loans  are  the  most  profitable 
loans  that  the  land  bank  can  make. 
Actually  the  experience  of  loss  on  these 
larger  loans  is  far  better  than  on  the 
smaller  loans  because  they  are  well 
scrutinized. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Texas  has  expired. 

Mr.  COOLEY.  Mr.  Chairman,  I  yield 
the  gentleman  two  additional  minutes. 

Mr.  POAGE.  Mr.  Chairman,  these 
larger  loans  are  generally  loans  made  on 
business  operations — that  is,  the  larger 
ranches  and  the  larger  farms,  those  that 
are  run  on  a  business-like  basis.  They 
are  the  best  loans  and  the  interest  from 
those  large  loans  enables  the  Land  Bank 
to  carry  many  of  the  smaller  loans  that 
it  simply  could  not  carry  if  it  was  not 
allowed  to  go  into  this  field. 

Mr.  Chairman,  section  3  of  this  bill 
returns  to  the  Treasury  of  the  United 
States  $189,000,000.  That  there  may  be 
no  misunderstanding  about  that,  I  want 
you  to  know  how  this  money  became 
available.  During  the  depression  of  the 
thirties  the  Congress  from  time  to  time 
appropriated  money  and  made  it  avail¬ 
able  for  operative  capital  of  the  Land 
Banks'  This  was  Federal  money,  just  as 
the  Government  bought  stock  in  the  na¬ 
tional  banks  all  over  the  country;  it 
was  Federal  money  in  the  land  banks. 
That  money  has  all  been  paid  back,  every 
dollar  of  it.  The  banks  have  paid  it  out. 
They  do  not  have  any  Federal  money  in 
their  operations  now,  it  is  all  private 
money  that  is  operating  the  land  banks. 
This  money  has  gone  back  to  the  Gov¬ 
ernment,  but  it  is  held  in  a  special  fund 
which  is  available  under  the  present  law 
to  be  put  into  the  capital  structure  of 
the  land  banks  at  any  time.  This  bill 
returns  that  money  to  the  Treasury  of 
the  United  States,  it  adds  nearly  $200,- 
000,000  that  you  can  count  off  and  credit 
against  the  appropriations  we  are 
making. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Texas  has  again  ex¬ 
pired. 

Mr.  AUGUST  H.  ANDRESEN.  Mr. 
Chairman,  the  gentleman  from  Texas 
has  fully  explained  this  bill,  which  was 
unanimously  reported  by  the  Committee 
on  Agriculture  of  the  House.  There  is  no 
opposition  to  the  bill  on  this  side  and 
there  are  no  requests  for  time;  therefore 
I  recommend  that  the  bill  be  read  for 
amendment. 

Mr.  COOLEY.  Mr.  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  Alaska 
[Mr.  Bartlett]. 


(Mr.  BARTLETT  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  BARTLETT.  Mr.  Chairman,  this 
bill  can  be  of  real  importance  in  the  agri¬ 
cultural  development  of  Alaska.  As  the 
report  from  Secretary  Brannan  to  the 
Speaker  dated  April  18,  1949,  points  out, 
Alaska  is  in  the  same  situation  as  Puerto 
Rico  in  that  legal  authority  is  not  avail¬ 
able  for  organizing  or  chartering  nation¬ 
al  farm  associations.  Direct  loans 
through  a  branch  bank  have  been  made 
in  Puerto  Rico.  No  such  loans  have  been 
made  in  Alaska.  Section  1  of  H.  R.  3699 
would  permit  the  formation  of  national 
farm  associations  in  Alaska  and  Puerto 
Rico  on  the  same  basis  as  elsewhere. 

The  committee  amendment  in  the  form 
of  a  new  section  5  takes  care,  so  far  as 
Alaska  is  concerned,  of  an  omission  in 
existing  law  which  I  sought  to  correct 
through  H.  R.  215  and  the  enactment  of 
which  will  not  be  necessary  because  of 
the  provisions  of  the  new  section  5.  That 
section  makes  it  clear  that  Alaska,  Puer¬ 
to  Rico,  and  Hawaii  shall  be  included  in 
the  12  districts  in  the  United  States  in¬ 
corporated  in  the  Farm  Credit  Act  of 
1937.  So  far  as  Alaska,  at  least,  is  con¬ 
cerned,  existing  law  leaves  grave  doubt 
as  to  whether  the  district  banks  for  co¬ 
operatives  or  production  credit  associa¬ 
tions  may  operate  in  the  Territory. 

Of  course,  there  is  no  sound  reason  at 
all  why  Alaska  should  not  be  on  a  basis 
of  absolute  parity  with  the  States  and 
with  the  other  Territories  in  respect  to 
laws  in  aid  of  agriculture.  The  fact  that 
parity  has  not  existed  is  one  of  the  pri¬ 
mary  reasons,  in  my  opinion,  why  there 
has  not  been  more  rapid  and  more  ef¬ 
fective  utilization  of  Alaska’s  farming  po¬ 
tentialities.  There  have  been  very  ob¬ 
vious  discriminations  against  the  Alaska 
farmer.  At  the  present  time  there  are 
available  to  him  only  the  very  limited 
credit  facilities  of  the  Farmers  Home  Ad¬ 
ministration.  Money  for  the  Alaska  of¬ 
fice  of  that  administration  is  allocated 
from  a  common  pot  for  the  Pacific  north¬ 
west  and  is  never  adequate  in  amount 
to  satisfy  the  requirements  in  the  Ter¬ 
ritory.  Other  than  such  aid  as  can  be 
given  by  the  FHA,  the  Alaska  farmer,  at¬ 
tempting  to  build  up  an  agricultural 
economy,  is  altogether  on  his  own.  He 
not  only  faces  all  the  handicaps  that  con¬ 
fronted  the  homesteader  in  the  West  but 
he  has  the  additional  obstacles  placed  in 
his  way  by  the  high  latitudes  in  which  he 
works. 

Mr.  Chairman,  I  am  proud  to  say  that 
this  House  at  this  session  of  Congress  has 
done  much  to  remove  the  discrimina¬ 
tions  referred  to  above  and  to  ease  the 
way  for  the  Alaska  farming  pioneer  of 
the  mid-twentieth  century.  Within  the 
last  month  the  House  has  passed  legisla¬ 
tion  to  authorize  appropriations  for 
Alaska  equivalent  to  the  full  amounts  for 
every  State,  Hawaii,  and  Puerto  Rico 
under  the  acts  having  to  do  with  experi¬ 
ment  stations  and  with  extension  service. 
In  Alaska,  where  we  should  have  been 
moving  forward  under  a  broad  and  com¬ 
prehensive  program  to  bring  the  land 
into  agricultural  production,  we  have  up 
to  this  time  failed  to  do  as  much  as  else¬ 
where  within  existing  formulas.  If  the 
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bills  referred  to  become  law,  a  notable 
step  ahead  will  have  been  taken. 

Another  bill  which  passed  the  House 
at  this  session  will  do  much  for  Alaska 
farmers  if  it  becomes  law.  That  is  the 
bill  introduced  by  the  gentleman  from 
Idaho  [Mr.  Sanborn],  providing  that 
loans  may  be  made  to  homesteaders  who 
have  not  yet  acquired  title  to  the  land. 
This  type  of  loan  will  make  it  possible  to 
advance  money  to  homesteaders  for 
clearing  purposes  and  thus  will  give  the 
settler  substantial  aid  when  he  needs  it 
most;  that  is,  when  he  is  short  of  funds 
and  when  he  is  trying  to  carve  a  home 
and  a  farm  out  of  the  wilderness. 

Mention  should  also  be  made  of  the 
fact  that  a  cooperative  program  has  been 
instituted  between  the  University  of 
Alaska  and  the  Department  of  Agricul¬ 
ture  for  fundamental  research  on  a  scale 
that  should  have  been  established  long 
ago. 

Just  the  other  day,  Mr.  Chairman,  our 
colleague,  the  gentleman  from  Michigan 
[Mr.  Michener]  was  telling  me  of  having 
been  to  Fairbanks  in  1923.  He  said  he 
was  impressed  by  the  quality  of  the  crops 
being  grown  but  was  surprised  at  the 
small  acreage  at  the  experiment  station. 
He  would  find  many  changes,  Mr. 
Chairman,  in  the  26  years  which  have 
intervened  since  then.  The  changes 
would  be  even  greater  and  more  favor¬ 
able  if  this  Government  had  moved  for¬ 
ward  long  ago  in  an  aggressive  way  to 
assist  agriculture  in  Alaska  and  to  assist 
settlers  in  locating  on  the  land. 

The  notion  that  has  been  prevalent 
through  the  years  and  even  yet  is  all  too 
prevalent  that  Alaska  is  a  country  of 
arctic  characteristics  should  be  dispelled 
whenever  and  wherever  possible.  That 
description  can  be  applied  to  only  a  rela¬ 
tively  small  part  of  that  great  land  of 
585,000  square  miles  and  has  no  perti¬ 
nence  whatsoever  as  to  most  of  the 
Territory. 

It  is  true  that  difficulties  are  found  by 
farmers  which  are  unique  but  there  is 
nothing  that  cannot  be  overcome.  It 
may  be  that  Alaska  will  not  within  our 
time  become  a  great  agricultural  com¬ 
munity.  But  there  is  room  and  room 
now  for  many  more  farmers  and  we  can 
do  much  by  way  of  supplying  our  own 
needs  for  certain  foodstuifs.  Alaska  is 
blessed  with  so  many  resources  of  so 
many  kinds  that  it  has  always  seemed 
to  me  that  a  reasonably  sized  agricul¬ 
tural  population  there,  and  another  seg¬ 
ment  of  the  population  engaged  in  other 
pursuits,  could  provide  the  kind  of 
economy  that  would  be  mutually  bene¬ 
ficial  to  Alaska  and  to  the  States.  With 
more  farmers  we  should  not  have  to  im¬ 
port  certain  crops  that  can  be  raised  in 
Alaska.  With  the  building  up  of  our  in¬ 
dustries,  with  further  exploitation  of 
fishing  when  that  can  be  properly  done, 
and  with  an  expansion  of  mining,  a  sit¬ 
uation  will  be  created  whereby  Alaska’s 
natural  resources  will  flow  back  to  the 
United  States  to  add  to  the  wealth  of 
this  country  and  somejigricultural  prod¬ 
ucts  will  always  continue  to  be  sent  to 
Alaska  and  we  hope  in  ever-greater 
quantity  to  the  enrichment  of  farmers 
in  the  States. 


Estimates  have  been  made  that  there 
are  65,000  square  miles  of  Alaska  suitable 
for  agriculture  and  another  35,000  square 
miles  suitable  for  grazing.  The  Mata- 
nuska  Valley  has  768,000  acres  and  of 
this  amount  it  is  estimated  65  percent 
can  be  cleared  for  cultivated  crops  or 
permanent  pastures.  The  Tanana  Val¬ 
ley  contains  7,000  square  miles  of  which 
a  measurable  fraction  can  be  utilized  for 
agriculture.  On  a  dollar  basis  the  pres¬ 
ent  production  in  Alaska  is  not  large. 
It  is  running  now  on  the  order  of  about 
$2,000,000  annually  including  dairying 
and  livestock  raising.  On  a  basis  of 
comparison  with  great  agricultural  areas 
that  figure  may  be  small,  but  on  a  basis 
of  comparison  with  past  production  in 
Alaska  it  is  highly  gratifying.  If  this 
bill  now  before  the  House  passes  and  be¬ 
comes  law;  if  the  other  bills  referred  to 
become  law,  I  know  that  there  is  enough 
pioneering  instinct  in  the  people  of 
America  yet  to  establish  in  Alaska  a 
worthwhile  agricultural  development. 
Of  course,  the  pioneer  should  receive 
especial  aids  but  in  Alaska  he  has  re¬ 
ceived  practically  none  at  all  and  that 
is  one  of  the  great  reasons  why  develop¬ 
ment  has  tended  to  lag.  There  is  a  strik¬ 
ing  example  across  Bering  Strait  of  what 
can  be  done.  The  Soviet  government 
in  Siberia,  in  comparable  latitudes  and 
in  comparable  soil  conditions  has  built 
up  a  great  and  ever-increasing  agricul¬ 
tural  industry.  Primary  research  of  the 
kind  so  vital  in  subarctic  conditions  was 
undertaken  there  long  since  and  the  re¬ 
sults  have  been  demonstrated  in  the 
steady  expansion  of  agriculture  in  Si¬ 
beria.  In  many  other  fields  the  Russian 
government  has  aided  the  farmer,  while 
we  have  done  nothing. 

If  we  are  going  to  build  up  a  substan¬ 
tial  population  in!  Alaska,  we  must  have 
a  larger  farming  population.  To  insure 
that  population  going  to  Alaska  and  stay¬ 
ing  there  there  must  be  certain  minimum 
aids  and  the  legislation  which  I  have 
discussed  will  provide  those  aids. 

It  is  now  necessary  that  Alaska  ad¬ 
vance  on  all  fronts  not  only  for  its  own 
sake  but  for  the  sake  of  the  Nation.  It 
is  our  first  line  of  defense. 

Mr.  COOLEY.  Mr.  Chairman,  I  ask 
unanimous  consent  that  the  bill  be  con¬ 
sidered  as  read  and  be  open  to  amend¬ 
ment  at  any  point. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
North  Carolina? 

There  was  no  objection. 

The  bill  is  as  follows: 

Be  it  enacted,  etc.,  That  (a)  section  4  of 
the  Federal  Farm  Loan  Act,  as  amended  (title 
12,  U.  S.  C.  672) ,  is  hereby  further  amended 
by  adding  a  new  paragraph  to  said  section 
immediately  following  the  second  paragraph 
thereof  to  read  as  follows: 

“Notwithstanding  the  provisions  of  this 
section,  loans  may  be  made  in  Puerto  Rico 
and  Alaska  through  national  farm-loan  asso¬ 
ciations,  and  the  interest  rate  applicable  to 
such  loans  shall  be  as  provided  in  seotion 
12  of  this  act.  Bald  associations  shall  be 
organized  pursuant  to  section  7  of  this  act, 
except  that,  upon  the  recommendation  of 
the  Federal  land  bank  concerned,  any  such 
national  farm-loan  association  may  be  or¬ 
ganized  by  10  or  more  borrowers  who  have 
obtained  direct  loans  through  a  branch  bank 


which  aggregate  not  less  than  $20,000,  and 
who  reside  in  a  locality  which  may  be  covered 
and  served  conveniently  by  the  charter  of 
a  national  farm-loan  association  and  any 
national  farm-loan  association  after  it  has 
become  organized  may  permit  any  direct- 
loan  borrower  through  a  branch  bank  to 
join  the  association.  As  to  any  direct-loan 
borrower  through  a  branch  bank  who  par¬ 
ticipates  in  the  organization  of  a  national 
farm-loan  association  or  Joins  a  national 
farm-loan  association  after  it  has  become 
organized  (1)  the  association  shall  endorse, 
and  thereby  become  liable  for  the  payment 
of,  his  mortgage  loan  held  by  the  Federal 
land  bank;  (2)  the  stock  in  the  Federal  land 
bank  held  by  him  shall  be  exchanged  for  a 
like  amount  of  stock  in  said  bank  issued  in 
the  name  of  the  association  and  the  asso¬ 
ciation  shall  issue  a  like  amount  of  its  stock 
to  him,  all  in  the  manner  and  subject  to  the 
terms  and  conditions  provided  in  the  fif¬ 
teenth  paragraph  of  section  7  of  this  act 
(title  12,  tl.  S.  C.  723  (d) ) ;  and  (3)  the  in¬ 
terest  rate  payable  by  him,  beginning  with 
the  next  regular  installment  date  following 
the  endorsement  of  his  loan,  shall  be  reduced 
to  a  rate  one-half  of  1  percent  per  annum 
less  than  the  rate  paid  by  him  prior  to  such 
endorsement.” 

(b)  The  last  sentence  of  the  first  para¬ 
graph  of  section  4  of  the  Federal  Farm  Loan 
Act,  as  amended  (title  12,  U.  S.  C.  672),  Is 
further  amended  by  striking  the  words  “by 
such  branch  bank”  from  the  proviso  at  the 
end  thereof. 

(c)  The  first  sentence  of  the  twelfth  para¬ 
graph  of  section  7  of  the  Federal  Farm  Loan 
Act,  as  amended  (title  12,  U.  S.  C.  723  (a) ) ,  Is 
further  amended  by  striking  the  words  “in 
the  continental  United  States.” 

Sec.  2.  Paragraph  “Seventh"  of  section  12 
of  the  Federal  Farm  Loan  Act  (title  12, 
U.  S.  C.  771)  is  hereby  amended  to  read  as 
follows: 

“Seventh.  The  amount  of  loans  to  any  one 
borrower  shall  not  exceed  $25,000  unless 
approved  by  the  Land  Bank  Commissioner, 
nor  shall  any  one  loan  be  for  a  less  sum  than 
$100,  but  preference  shall  be  given  to  appli¬ 
cation  for  loans  of  $10,000  and  under.” 

Sec.  3.  All  of  paragraph  “Tenth”  of  section 
13  of  the  Federal  Farm  Loan  Act,  as  amended 
(title  12,  U.  S.  C.  781,  10th),  except  the 
first  and  third  sentences  thereof  is  hereby 
repealed.  The  Secretary  of  the  Treasury  shall 
cause  to  be  carried  to  the  surplus  fund  and 
covered  into  the  Treasury  the  total  amount 
appropriated  for  subscriptions  to  paid-in 
surplus  of  the  Federal  land  banks  and  now 
held  in  the  revolving  fund  created  pursuant 
to  the  provisions  of  law  hereby  repealed. 

Sec.  4.  The  first  paragraph  of  section  22 
of  the  Federal  Farm  Loan  Act,  as  amended 
(title  12,  U.  S.  C.  891),  is  hereby  amended  to 
read  as  follows: 

"Whenever  any  Federal  land  bank,  or  joint- 
stock  land  bank,  shall  receive  any  principal 
payments  upon  any  first  mortgage  or  bond 
pledged  as  collateral  security  for  the  issue 
of  farm-loan  bonds,  it  shall  forthwith  notify 
the  farm-loan  registrar  thereof  as  may  be 
required  by  the  Farm  Credit  Administrator. 
Said  registrar  shall  reflect  such  payment  on 
his  records  in  such  manner  as  may  be  pre¬ 
scribed  by  the  Farm  Credit  Administration. 
Upon  notice  from  the  bank  that  any  such 
mortgage  is  paid  in  full,  said  registrar  shall 
cause  the  same  to  be  delivered  to  the  proper 
land  bank,  which  shall  promptly  cancel  said 
mortgage  and  transmit  6uch  canceled  mort¬ 
gage,  together  with  a  release  or  satisfaction 
thereof  as  may  be  required  to  satisfy  and 
discharge  the  lien  of  record,  to  the  original 
maker  thereof,  or  his  heirs,  administrators, 
executors,  or  assigns.” 

With  the  following  committee  amend¬ 
ment: 

Page  2,  line  6,  after  “be”,  Insert  “as.” 
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The  committee  amendment  was  agreed 
to. 

Mr.  POAGE.  Mr.  Chairman,  I  offer 
an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Poage:  On  page 
3,  line  9,  strike  out  all  of  section  (b)  and 
renumber  section  (c)  in  line  13  so  that  it 
will  hereafter  be  designated  as  section  (b). 

Mr.  POAGE.  Mr.  Chairman,  this 
amendment,  with  the  one  that  will  fol¬ 
low  it,  will  have  the  effect  of  striking 
out  of  the  present  law  the  requirement 
that  the  operations  of  the  land  banks  in 
Alaska,  Hawaii,  and  Puerto  Rico  be  op¬ 
erated  through  branch  banks.  The  bill 
as  originally  written  did  not  extend  these 
provisions  to  Hawaii.  This  amendment 
and  the  amendment  which  will  imme¬ 
diately  follow  will  extend  the  operations 
not  only  of  the  land  banks  itself  but  of 
all  of  the  farm  credit  institutions  to  all 
three  of  the  outlying  parts  of  the  United 
States  on  the  same  terms  as  within  the 
United  States. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentle¬ 
man  from  Texas. 

The  amendment  was  agreed  to. 

Mr.  POAGE.  Mr.  Chairman,  I  offer  a 
further  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Poage:  On  page 
5,  at  the  end  of  the  bill,  add  a  new  section 
to  be  known  as  section  5  and  to  read  as 
follows : 

“Section  5.  The  first  sentence  of  section 
5  (a)  of  the  Farm  Credit  Act  of  1937  (50 
Stat.  703)  is  amended  to  read  as  follows: 

“  ‘There  shall  be  12  districts  in  the  United 
States,  including  Alaska,  Puerto  Rico  and 
Hawaii,  which  shall  be  known  as  farm-credit 
districts  and  may  be  designated  by  number.’  ” 

Mr.  POAGE.  Mr.  Chairman,  this 
amendment  is  necessary,  along  with  the 
first  one,  to  accomplish  the  result  of  ex¬ 
tending  farm  credit  facilities  to  all  three 
of  these  areas.  This  changes  the  present 
law,  which  provides  that  there  shall  be 
12  districts  exclusive  of  Alaska,  Hawaii, 
and  Puerto  Rico,  and  includes  those 
areas. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentleman 
from  Texas. 

The  amendment  was  agreed  to. 

The  CHAIRMAN.  Under  the  rule,  the 
Committee  rises. 

Accordingly  the  Committee  rose;  and 
the  Speaker  having  resumed  the  chair, 
Mr.  Huber,  Chairman  of  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union,  reported  that  that  Committee, 
having  had  under  consideration  the  bill 
(H.  R.  3699)  to  amend  the  Federal  Farm 
Loan  Act,  as  amended,  to  authorize  loans 
through  national  farm-loan  associations 
in  Puerto  Rico;  to  modify  the  limitations 
on  Federal  land-bank  loans  to  any  one 
borrower;  to  repeal  provisions  for  sub¬ 
scriptions  to  paid-in  surplus  of  Federal 
land  banks  and  cover  the  entire  amount 
appropriated  therefor  into  the  surplus 
fund  of  the  Treasury;  to  effect  certain 
economies  in  reporting  and  recording 
payments  on  mortgages  deposited  with 
the  registrars  as  bond  collateral,  and 
canceling  the  mortgage  and  satisfying 
and  discharging  the  lien  of  record;  and 
for  other  purposes,  pursuant  to  House 
Resolution  266,  he  reported  the  bill  back 


to  the  House  with  sundry  amendments 
adopted  by  the  Committee  of  the  Whole. 

The  SPEAKER.  Under  the  rule,  the 
previous  question  is  ordered. 

Is  a  separate  vote  demanded  on  any 
amendment?  If  not,  the  Chair  will  put 
them  in  gross. 

The  amendments  were  agreed  to. 

The  SPEAKER.  The  question  is  on 
the  engrossment  and  third  reading  of 
the  bill. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  and  was  read  the 
third  time. 

The  SPEAKER.  The  question  is  on 
the  passage  of  the  bill. 

The  bill  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 

PAYMBHa  .os.  CBRTJMM.  Cl, A IMA.AnAlXHT 


THE  UNITED  STATES 

Mr.  LYLE.  Mr.  Speaker,  by  direction 
of  the  Committee  on  Rules,  I  call  up 
iHouse  Resolution  221  and  ask  for  its 
present  consideration. 

The  Clerk  read  the  resolution,  as 
ollows : 

esolved.  That  immediately  upon  the 
do'ption  of  this  resolution  it  shall  be  in 
rdervto  move  that  the  House  resolve  itself 
nto  the  Committee  of  the  Whole  House  on 
the  Stable  of  the  Union  for  the  consideration 
Df  the  bilhlS.  937)  to  authorize  the  Secretary 
>f  the  Treasury  to  affect  the  payment  of  cer¬ 
tain  claims  Against  the  United  States.  That 
ifter  general  debate,  which  shall  be  confined 
to  the  bill  ana.  continue  not  to  exceed  1 
dour,  to  be  equaUy  divided  and  controlled 
by  the  chairman  anid  ranking  minority  mem¬ 
ber  of  the  Committed  on  Foreign  Affairs,  the 


bill  shall  be  read  for  Amendment  under  the  ...  .  - 

5-minute  rule.  At  tnV  conclusion  of  the  /  noncitizens  of  the  United  States  against 
consideration  of  the  bllllor  amendment,  the /  the  Government  of  the  United  States. 
Committee  shall  rise  andVeport  the  bill  tcf  This  bill  passed  the  Senate  on  March 


Mr.  KEE.  Mr.  Speaker,  I  move  that- 
the  House  resolve  itself  into  the  Cor 
mittee  of  the  Whole  House  on  the  State 
af  the  Union  for  the  consideration  of  the 
bill  (S.  937)  to  authorize  the  Secretary 
of  the  Treasury  to  effect  the  payment  of 
certain  claims  against  the  United  Spates. 

The  motion  was  agreed  to. 

Accordingly  the  House  resolved  itself 
into  the  Committee  of  the  Whale  House 
on  the  State  of  the  Union  fo j  the  con¬ 
sideration  of  the  bill  S.  93?(  with  Mr. 
Karst  in  the  chair. 

The  Clerk  read  the  title ->bf  the  bill. 

By  unanimous  consent, /he  first  read¬ 
ing  of  the  bill  was  disp/nsed  with. 

Mr.  KEE.  Mr.  Chair/an,  I  yield  my¬ 
self  1  minute. 

Mr.  Chairman,  this/is  a  bill  authoriz¬ 
ing  the  Secretary  qf  the  Treasury  to 
settle  four  claims,  ^hree  of  which  are 
claims  by  citizens  of  Great  Britain 
against  the  Government  of  the  United 
States,  and  one  py  a  citizen  of  Norway. 
The  settlement  bt  these  claims  has  been 
agreed  upon  through  diplomatic  chan¬ 
nels.  Therefore  it  requires  a  separate 
bill  and  a  rtde  to  bring  the  matter  before 
the  House /'so  that  the  Congress  may 
agree  to  the  settlement.  The  bill,  hav¬ 
ing  passed  the  Senate,  is  now  before  you 
for  consideration. 

Mr.  Chairman,  I  yield  10  minutes  to 
the  gentleman  from  Florida  [Mr. 
SMATjtERS], 

SMATHERS.  Mr.  Chairman,  as 
the  chairman  of  the  Committee  on  For¬ 
eign  Affairs  has  already  pointed  out,  we 
ve  under  consideration  the  bill  S.  937, 
which  involves  only  four  small  claims  by 


the  House  with  such  amendments  as  ma 
have  been  adopted  and  the  pAfious  question 
shall  be  considered  as  ordereck  on  the  Bill 
aid  amendments  thereto  to  fmal  pa/age 
without  intervening  motion  except  oner  mo¬ 
tion  to  recommit. 

Mr.  LYLE.  Mr.  Speaker,  this, ^solu¬ 
tion  makes  in  order  the  immedi/te\pn- 
ffderation  of  a  bill  to  authoriz^the 
retary  of  the  Treasury  to  settle  for 
claims  against  the  United  Spates  in  be-'' 
half  of  foreign  claimants.  /As  far  as  I 
know  there  is  no  controversy. 

Mr.  Speaker,  I  now  yiqld  30  minutes 
to  the  gentleman  frqfti  Ohio  [Mr. 
Brown], 

Mr.  BROWN  of  Ohio/  Mr.  Speaker,  as 
the  gentleman  from  Texas  has  well  ex¬ 
plained,  House  Resolution  221  makes  in 
order  consideration'''  of  the  bill  S.  937. 
The  resolution  provides  for  1  hour  of 
general  debate  urySer  an  open  rule.  The 
bill  involves  a  number  of  small  claims  of 
the  British  and  Norwegian  Governments. 
There  is  certaihly  no  opposition,  that  I 
know  of,  to  /he  rule  providing  for  the 
consideration  of  this  bill.  However,  I 
understand  there  will  be  some  discus¬ 
sion,  and  perhaps  some  amendments,  in 
the  Comi/ittee  0f  the  Whole. 

Mr.  Speaker,  I  have  no  requests  for 
time. 

Mr./tiYLE.  Mr.  Speaker,  I  move  the 
previous  question. 

Tile  previous  question  was  ordered, 
e  SPEAKER.  The  question  is  on 
resolution. 

The  resolution  was  agreed  to. 


18  of  this  year.  The  total  amount  of 
money  that  is  sought  under  these  four 
claims  amounts  to  only  $23,384.  So  in 
comparison  with  the  amounts  of  money 
which  we  have  been  dealing  with,  it  is 
certainly  a  negligible  amount. 

This  bill  and  these  claims  were  consid¬ 
ered  thoroughly  by  the  Foreign  Affairs 
Committee  of  the  House  on  two  separate 
days,  and  was  reported  out  by  our  com¬ 
mittee  after  debate,  and  then  recom- 
lended  that  the  Committee  of  the  Whole 
jprove  it. 

riefly,  these  claims  are  as  follows:  I 
willVun  through  them  so  that  you  will 
knowVhat  they  are. 

The  Thst  is  a  claim  by  the  parents  of 
a  young  inan  whose  name  was  James  D. 
Wiggins,  who,  while  21  years  old,  served 
on  a  Britisrv  sampan  in  the  Whangpoo 
River  in  Chink  as  an  assistant  cook.  He 
was  sitting  ouW  on  the  deck  one  night 
when  suddenly \and  without  warning 
some  shots  rang  ob£  and  this  young  man 
fell.  In  a  short  tiitf^  he  was  dead.  The 
investigation  revealed,  that  he  was  shot 
by  a  United  States  nay^l  seaman  whose 
name  was  Coyne  and  tfr^n  serving  on  a 
United  States  naval  surface  craft.  The 
Navy  called  a  board  of  investigation. 
The  board  of  investigation  looked  into 
the  matter  and  discovered  that  Coyne 
acted  without  authority.  I  would  like  to 
read  just  exactly  what  they  said.  They 
found  that  this  shot  was  fired  without 
reasonable  cause  or  provocation,  in  that 
there  was  no  evidence  to  indicate  that 
the  sampan  involved  was  a  menace  or  a 


9410 


CONGRESSIONAL  RECORD— HOUSE 


July  11 


threat  to  the  ship’s  safety;  that  the  sen- 
trjNJiad  acted  without  due  cause  or  cir¬ 
cumspection  and  with  a  recklessness 
whicmjmplied  indifference  to  the  con¬ 
sequence;  and  that  appropriate  steps 
had  notNaeen  taken  to  insure  the  sen¬ 
tries  aboard  the  U .  S.  S.  Carter  Hall  were 
properly  iimructed,  selected,  trained, 
and  supervises 

This  boy,  th\  deceased  Wiggins  boy, 
had  made  an  abutment  to  his  family. 
They  no  longer  could  get  that  allotment. 
They  presented,  through  their  Ambas¬ 
sador,  a  claim  agains\the  United  States 
Government  for  the  death  of  their  son. 
After  many  notes  back  ami  forth,  and  the 
approval  of  the  United  States  Navy  and 
State  Department,  it  was  agreed  that  the 
United  States  Government  sftould  com¬ 
pensate  J.  D.  Wiggins’  family\jv  giving 
payment  to  them  of  the  sum  of  \12,097. 
That  is  the  first  claim. 

The  second  claim  with  which  weKare' 
concerned  is  one  which  resulted  in  lbSw, 
when  a  Spanish  ship,  the  Christim 
which  was  then  on  Red  Cross  duty^ 
docked  at  a  small  harbor  in  Prance,  and 
was  bombed  by  British  and  American 
air  forces.  The  investigation  revealed 
that  information  had  been  supplied  to 
the  Allied  command  that  this  Red  Cross 
ship  was  in  that  harbor.  However,  that 
information  did  not  seep  on  down  to 
the  strategic  command,  with  the  result 
that  a  bombing  raid  was  held  on  this 
port,  and  this  ship  was  bombed  and 
damaged,  even  though  it  was  a  Red 
Cross  ship  and  a  Spanish  ship. 

The  British  Government  paid  the  full 
amount  of  the  claim.  Because  both 
American  and  British  airplanes  partici¬ 
pated,  they — the  British — have  properly 
asked  that  the  United  States  pay  its 
half.  Certainly,  it  is  a  well-established 
precedent  that  the  United  States  should 
pay  that  claim. 

The  third  claim  is  that  of  the  Nor¬ 
wegian  Government  on  behalf  of  one  of 
its  citizens,  a  man  by  the  name  of  Jor¬ 
gensen.  It  seems  that  Jorgensen  was 
master  of  a  ship  which  was  attacked 
while  that  ship  was  in  neutral  waters, 
waters  controlled  by  the  Portuguese  Gov¬ 
ernment.  That  ship  was  attacked  by^ 
naval  craft  operating  under  the  contrc” 
of  Gen.  Douglas  Mac  Arthur.  The  fajjts 
reveal  that  the  weather  was  bad,  ancUfhe 
visibility  was  poor,  and  when  the  attack 
was  made  the  plane  strafed  and  bombed 
this  ship  on  which  Jorgensen  was  mas¬ 
ter,  and  Jorgensen  was  se^rely  and 
grievously  injured,  with  the^fesult  that 
today  he  is  almost  completely  and  per¬ 
manently  disabled.  It  wa^admitted,  af¬ 
ter  consultation  with  the  State  Depart¬ 
ment,  the  Navy,  and  t^re  Army,  that  our 
Government  should  /ompensate  him  in 
the  amount  of  $5,35/4^  in  accordance  with 
long-standing  precedent. 

The  fourth  ana  last  claim  we  are  con¬ 
cerned  with  has  to  do  with  a  man  by  the 
name  of  Stoker  John  Bailey  who  was  as¬ 
signed  to  ^British  ship  in  Seattle  harbor 
in  1939.  lie  was  a  British  subject  serving 
on  a  BnBsh  ship  at  that  time.  The  sit¬ 
uation'  was  that  Stoker  Bailey  went 
ashore  at  Seattle.  He  had  a  date  with  a 
girb&amed  Norma.  His  friend  had  a  date 
'vjth  a  girl  named  Mary.  As  sailors  are 
inclined  to  do  everywhere,  they  went  into 


a  tavern  and  began  to  socialize.  Finally 
a  fellow  by  the  name  of  John  Ittner,  who 
belonged  to  the  United  States  Navy  came 
in.  He  apparently  knew  these  two  girls. 
When  Bailey  saw  what  was  happening  he 
took  his  girl  and  they  went  to  another 
tavern.  This  fellow  Ittner,  a  member  of 
the  United  States  Navy,  followed  the  girl 
and  Bailey  into  the  second  tavern.  Ob¬ 
viously  Ittner  had  been  drinking.  He 
came  over  to  the  table  where  Bailey  and 
the  girl  were  sitting,  picked  up  a  glass, 
broke  the  top  off  of  it,  and  jabbed  it 
into  the  face  of  this  boy.  Stoker  Bailey, 
with  the  result  that  Eailey  was  finally 
taken  to  a  hospital  and  his  eye  had  to  be 
removed. 

Because  Bailey  was  not  injured  in  line 
of  duty,  and  because  he  was  injured  not 
in  line  of  duty  he  was  not  entitled  to  a 
pension  from  the  British  Navy.  He  took 
the  matter  up  through  his  commanding 
officer  and  he  in  turn  referred  the  claim 
to  our  Ambassador. 

Later  Ittner  was  tried  by  a  summary 
court  martial.  He  was  acquitted.  The 
^summary  court  charged  him  with  dis-^ 
rderly  conduct,  and  an  ensign  who  ws 
tme  court,  acquitted  him.  The  case  wept 
theV  to  the  reviewing  authority^he 
Judt\  Advocate  General  of  the yRavy. 
It  wa^the  opinion  of  the  revievjng  au¬ 
thority  \hat  the  acquittal  wajra  gross 
miscarriajte  of  justice.  But  because  of 
the  constitutional  prohibbRon  which 
keeps  a  maimrom  being  nut  into  jeop¬ 
ardy,  tried  foi^he  samaroffense,  Ittner 
was  not  tried  again.  N^w  Stoker  Bailey 
had  been  injured  buir  had  no  place  to 
turn.  He  was  puWout  of  the  British 
Navy.  Through  hjs^mbassador  Bailey 
made  the  claim  Jo  thVjJnited  States  in 
an  amount  of  &g024.38^ 

Mr.  Chairnym,  very  briefly,  those  are 
the  facts  oj  these  four  claims.  As  I 
said  a  moiyent  ago,  the  Arm\  the  Navy, 
and  the^rState  DepartmentViave  all 
looked  Ipto  them,  where  they'i^re  con¬ 
cerned?  and  they  have  each  approved 
them?  The  Senate  Committee  onV’or- 
eiap  Relations  has  approved  the  claims ; 

re  House  Committee  on  Foreign  AS 
'airs  has  considered  all  the  claims  anc 
they,  too,  have  approved  them.  The 
bill  now  comes  up  for  consideration  in 
the  House,  and  we  hope  the  Member¬ 
ship  will  see  fit  to  pass  this  legislation. . 

Mr.  SMITH  of  Wisconsin.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  SMATHERS.  I  gladly  yield  to 
the  gentleman  from  Wisconsin. 

Mr.  SMITH  of  Wisconsin.  I  am  won¬ 
dering  Whether  there  is  anything  to  jus¬ 
tify  the  claim  of  Bailey,  the  stoker,  in 
this  bill.  The  British  Ambassador  wrote 
to  the  State  Department  and  said  that 
under  British  law  there  was  no  way  by 
which  he  could  be  compensated.  How 
can  he  be  compensated  under  the  laws 
of  the  United  States? 

Mr.  SMATHERS.  There  is  an  old 
principle  of  international  law  known  as 
the  denial  of  justice  principle.  That 
principle  says  that  wherever  there  is  a 
denial  of  justice,  where  there  are  no 
courts  to  which  an  alien  can  go,  where 
there  is  no  tribunal  to  which  he  can  pe¬ 
tition  for  justice,  It  is  then  the  responsi¬ 
bility  and  the  duty  of  the  government 
which  controls  the  person  who  commit¬ 


ted  the  felony,  or  the  act,  or  the  tort, 
whichever  you  wish  to  call  it — that  i^is 
that  Government’s  responsibility  tarsee 
that  justice  is  done.  I  will  be  gjfed  to 
supply  the  gentleman  with  several  cita¬ 
tions  should  he  desire  them. 

Mr.  SMITH  of  Wisconsin^  I  should 
like  to  have  them. 

Mr.  SMATHERS.  If  tj&re  are  other 
questions  I  would  be  plaused  to  answer 
them.  If  not,  Mr.  Chairman,  I  yield 
back  the  balance  of  rpy  time. 

Mr.  JUDD.  Mr. yChairman,  I  yield  5 
minutes  to  the  gentleman  from  Tennes¬ 
see  LMr.  JENNINC 

Mr.  JENNINGS.  Mr.  Chairman,  the 
provisions  of  Jmis  bill  (S.  937)  for  the  re¬ 
lief  of  the  n^rties  who  are  named  in  sec¬ 
tions  .(c)  Jtn d  (d)  on  page  2  are  unob¬ 
jectionable;  but  this  proposal  to  pay  the 
man  Dailey  $3,024.38  under  the  undis¬ 
puted  facts  so  far  as  we  can  consider 
facts  is  a  monstrosity.  Only  last 
w^k  as  a  member  of  the  Committee  on 
ie  Judiciary  of  the  House  I  had  in  my 
lands  a  bill  introduced  by  the  gentleman 
from  New  York  [Mr.  Gamble],  to  pay 
$5,000  to  the  family  of  a  man  named  Bar¬ 
nett,  who  was  a  sailor  on  a  United  States 
ship  of  war.  He  drew  $50  from  the  pay¬ 
master  on  his  ship  and  went  ashore  in 
the  Philippines  with  the  money  in  his 
pocket.  He  went  to  a  restaurant,  got  a 
sandwich,  went  on  the  outside  of  the 
building  and  sat  down.  Three  colored 
men  in  the  uniform  of  American  soldiers 
approached  him  and  killed  him.  But 
we  denied  any  recovery  because  those 
American  soldiers,  if  they  were  such, 
when  they  killed  that  American  sailor 
were  not  in  line  of  their  duty.  There  was 
no  equitable  or  legal  ground  upon  which 
we  could  base  a  recovery. 

Now,  what  was  Bailey  doing.  Bailey 
and  his  companion  came  over  here  and 
saw  fit  to  come  ashore  in  Seattle.  This 
was  10  years  ago,  not  in  wartime.  They 
went  ashore  and  got  themselves  a  cou¬ 
ple  of  girls,  Rosie  and  Norma.  They  were 
treading  the  primrose  path  of  dalliance 
with  these  American  girls.  They  met  this 
fellow  who  ultimately  came  into  the  room 
where  they  were  drinking  and  eating. 
kHe  had  met  these  two  fellows  and  the 
vo  girls.  He  went  over  and  pulled  up 
h\chair  and  sat  down  near  Bailey.  Just 
what  happened,  nobody  knows.  Ordi- 
nariiyAmericans  do  not  hit  another  fel¬ 
low  jim  to  be  hitting  him.  But  there 
were  twn  girls  there.  They  were  in  a 
drinking  and  eating  place.  The  Ameri¬ 
can  broke  raie  bottom  off  a  tumbler  and 
threw  the  gl^ss  in  the  Britisher’s  face. 
It  cut  out  one  af  his  eyes. 

Now,  it  is  sta^d  that  this  is  based  on 
justice.  There  is\o  principle  of  law,  in¬ 
ternational  or  national,  that  will  justify 
this  Government  mafang  an  appropria¬ 
tion  for  a  foreign  saiW  under  circum¬ 
stances  and  facts  like  tn^t.  We  just  do 
not  do  it. 

Mr.  Chairman,  only  l£kt  week  we 
turned  down  a  bill,  and  I  rel^r  to  mem¬ 
bers  of  the  Committee  on  theVud;ciary, 
introduced  by  our  good  friend  fnem  New 
York  [Mr.  Gamble],  because  wN  could 
not  see  any  legal  or  equitable  gf\und 
upon  which  to  pay  for  the  death  of  ttoat 
man.  It  was  just  a  fight  between  mer 
bers  of  our  own  armed  forces.  Here  il 
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July  12  (legislative  day,  June  2),  194!) 

Head  twice  and  referred  to  the  Committee  on  Agriculture  and  Forestry 


AN  ACT 

To  amend  the  Federal  Farm  Loan  Act,  as  amended,  to  authorize 
loans  through  national  farm-loan  associations  in  Puerto  Rico; 
to  modify  the  limitations  on  Federal  land-bank  loans  to  any 
one  borrower ;  to  repeal  provisions  for  subscriptions  to 
paid-in  surplus  of  Federal  land  banks  and  cover  the  entire 
amount  appropriated  therefor  into  the  surplus  fund  of  the 
Treasury;  to  effect  certain  economies  in  reporting  and  re¬ 
cording  payments  on  mortgages  deposited  with  the  registrars 
as  bond  collateral,  and  canceling  the  mortgage  and  satisfying 
and  discharging  the  lien  of  record;  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  (a)  section  4  of  the  Federal  Farm  Loan  Act,  as 

4  amended  (title  12,  U.  S.  C.  672) ,  is  hereby  further  amended 
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Treasury  the  total  amount  appropriated  for  subscriptions 
to  paid-in  surplus  of  the  Federal  land  banks  and  now  held 
in  the  revolving  fund  created  pursuant  to  the  provisions 
of  law  hereby  repealed. 

Sec.  4.  The  first  paragraph  of  section  22  of  the  Federal 
Farm  Loan  Act,  as  amended  (title  12,  U.  S.  C.  891),  is 
hereby  amended  to  read  as  follows: 

‘‘Whenever  any  Federal  land  bank,  or  joint-stock  land 
bank,  shall  receive  any  principal  payments  upon  any  first 
mortgage  or  bond  pledged  as  collateral  security  for  the  issue 
of  farm-loan  bonds,  it  shall  forthwith  notify  the  farm-loan 
registrar  thereof  as  may  be  required  by  the  Farm  Credit 
Administration.  Said  registrar  shall  reflect  such  payment 
on  his  records  in  such  manner  as  may  be  prescribed  by  the 
Farm  Credit  Administration.  Upon  notice  from  the  bank 
that  any  such  mortgage  is  paid  in  full,  said  registrar  shall 
cause  the  same  to  be  delivered  to  the  proper  land  bank, 
which  shall  promptly  cancel  said  mortgage  and  transmit 
such  canceled  mortgage,  together  with  a  release  or  satis¬ 
faction  thereof  as  may  be  required  to  satisfy  and  discharge 
the  lien  of  record,  to  the  original  maker  thereof,  or  his 
heirs,  administrators,  executors,  or  assigns.” 

Sec.  5.  The  first  sentence  of  section  5  (a)  of  the  Farm 
Credit  Act  of  1937  (50  Stat.  703)  is  amended  to  read  as 
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1  follows:  “There  shall  be  twelve  districts  in  the  United  States, 

2  including  Alaska,  Puerto  Rico,  and  Hawaii,  which  shall  be 

3  known  as  Farm  Credit  Districts  and  may  be  designated  by 

4  number.” 

Passed  the  House  of  Representatives  July  11,  1949. 

Attest:  RALPH  R.  ROBERTS, 

Clerk. 
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81st  Congress  ) 

SENATE 

j  Report 

1st  Session  ) 

|  No.  1144 

FEDERAL  LAND-BANK  LOANS 


October  11  (legislative  day,  September  3),  1949. — Ordered  to  be  printed 


Mr.  Ellender,  from  the  Committee  on  Agriculture  and  Forestry, 

submitted  the  following 

REPORT 

[To  accompany  H.  R.  3699] 

The  Committee  on  Agriculture  and  Forestry,  to  whom  was  referred 
the  bill  (H.  R.  3699)  to  amend  the  Federal  Farm  Loan  Act,  as  amended, 
to  authorize  loans  through  national  farm-loan  associations  in  Puerto 
Rico;  to  modify  the  limitations  on  Federal  land-bank  loans  to  any 
one  borrower;  to  repeal  provisions  for  subscriptions  to  paid-in  surplus 
of  Federal  land  banks  and  cover  the  entire  amount  appropriated 
therefor  into  the  surplus  fund  of  the  Treasury;  to  effect  certain 
economies  in  reporting  and  recording  payments  on  mortgages  de¬ 
posited  with  the  registrars  as  bond  collateral,  and  canceling  the 
mortgage  and  satisfying  and  discharging  the  lien  of  record;  and  for 
other  purposes,  having  considered  same,  report  thereon  with  a  recom¬ 
mendation  that  it  do  pass  with  amendment. 

A  subcommittee  was  appointed  to  consider  the  bill  and  it  was 
reported  back  favorably  with  one  amendment.  The  subcommittee 
recommended  that  the  limitation  on  loans  to  any  one  borrower  be 
\  changed  from  $50,000,  as  is  now  the  law,  to  $75,000,  rather  than 
remove  all  limitations  as  provided  in  the  bill  as  it  passed  the  House. 
Your  committee  concurs  in  the  recommendation  of  the  subcommittee 
and  urges  enactment  of  the  bill,  as  amended. 

The  report  of  the  subcommittee  is  attached  hereto  and  made  a 
part  of  this  report. 


Report  of  Subcommittee  of  the  Senate  Committee  on  Agriculture  and 

Forestry  on  H.  R.  3699 

analysis  of  bill 

H.  R.  3699,  as  passed  by  the  House  of  Representatives,  makes  several  amend¬ 
ments  to  the  Federal  Farm  Loan  Act,  all  of  which  are  designed  to  improve  and 
make  more  effective  operation  of  the  Federal  land  banks  as  a  cooperative  banking 
system  to  aid  farmers.  The  provisions  of  the  bill  are  explained  in  the  section-by- 
section  analysis  that  follows: 
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Section  1 

• 

This  section  authorizes  the  organization  and  operation  of  national  farm-loan 
associations  in  Puerto  Rico  and  Alaska,  and  provides  that  Federal  land-bank 
loans  made  through  such  associations  may  carry  the  same  interest  rates  and  terms 
as  loans  made  through  national  farm-loan  associations  in  the  States.  Heretofore 
land-bank  loans  in  Puerto  Rico  have  been  made  direct  through  the  Baltimore 
bank  at  a  one-half  of  1  percent  higher  interest  rate  and  for  a  maximum  term  of  20 
years.  Legislative  history  of  land-bank  legislation  indicates  that  as  early  as  1921  i 
it  was  anticipated  that  farm-loan  associations  would  be  chartered  in  Puerto  Rico 
when  experience  warranted. 

According  to  information  furnished  the  subcommittee,  the  experience  of  the  I 
Baltimore  Federal  Land  Bank  in  making  loans  to  Puerto  Rican  farmers  has  been 
very  good,  and  no  objection  has  been  made  to  giving  farmers  in  the  Territory  the 
privilege  of  organizing  their  own  farm-loan  associations  and  doing  business  with 
the  land  bank  in  the  normal  manner. 

While  no  land-bank  loans  are  being  made  at  present  in  Alaska,  that  Territory, 
since  1923,  has  been  on  the  same  legal  basis  as  Puerto  Rico  in  regard  to  farm-loan 
legislation,  and  is  included  here  in  order  to  keep  that  basis  consistent. 

Section  2 

This  section  removes  the  limitation  of  $50,000  on  loans  to  any  one  borrower. 

It  does  not  change  the  existing  requirement  that  loans  in  excess  of  $25,000  must 
be  approved  by  the  Land  Bank  Commissioner  nor  that  preference  be  given  to 
loans  of  less  than  $10,000.  It  will  permit  the  banks  to  make  loans  on  large 
family-type  units — such  as  ranching  properties,  fruit  enterprises,  and  specialty 
farming — which  have  been  among  the  best  types  of  loans  but  which  they  have 
heretofore  been  able  to  handle  only  to  a  limited  extent  because  of  the  limitation  i 
mentioned. 

Section  3 

This  section  confirms  the  recent  return  to  the  Treasury  of  the  United  States 
of  $189,000,000  which  was  appropriated  to  the  Federal  land  banks  in  the  5  years  ! 
ended  July  10,  1938,  in  order  to  provide  the  banks  with  funds  to  use  in  their 
operations  in  place  of  amounts  extended  or  principal  deferments  made  on  land 
bank  loans  during  such  5-year  period.  It  does  this  by  repealing  the  existing 
statutory  provisions  for  a  revolving  fund  in  the  Treasury  of  the  $189,000,000  and 
its  use  for  subscription  to  the  paid-in  surplus  of  the  land  banks. 

The  system  is  now  completely  owned  by  farmer-borrowers,  is  in  a  sound  finan-  ! 
cial  position,  has  repaid  the  fund  in  full,  and  says  that  it  no  longer  needs  the 
money. 

Section  4 

This  section  simplifies  the  bookkeeping  of  the  land  banks  by  changing  the 
requirement  that  the  registrar  record  each  payment  on  the  mortgage  entitled 
to  credit,  to  a  requirement  providing  for  more  economical  operation  by  eliminating 
duplicate  records;  and  would  provide  for  cancellation  of  mortgages  by  the  land 
banks  instead  of  the  registrar. 

The  section  also  lifts  the  requirement  that  the  banks  must  discharge  the  lien 
of  record  when  a  mortgage  is  paid  in  full. 

Section  5  I 

This  section  will  specifically  include  Alaska,  Puerto  Rico,  and  Hawaii  in  a 
farm-credit,  district  provided  by  existing  law.  All  lending  units  under  the  super¬ 
vision  of  the  Farm  Credit  Administration  are  now  making  loans  in  Puerto  Rico 
but  none  are  making  loans  in  Alaska  and  Hawaii.  The  original  farm-credit 
legislation  did  not  provide  for  loans  in  any  of  the  three  Territories  and  the 
extensions  have  been  made  piecemeal  from  time  to  time  with  the  result  that  the 
exact  authority  of  each  of  the  institutions  to  operate  in  all  three  of  the  Territories 
may  be  uncertain  in  some  respects.  This  section  provides  a  clear  and  uniform 
direction  that  all  three  of  the  Territories  shall  be  included  in  farm-credit  districts 
and,  since  all  the  lending  institutions  under  the  Farm  Credit  Administration 
have  authority  to  operate  in  a  farm-credit  district,  removes  any  question  as  to  the 
authority  of  any  of  such  units  to  operate  in  Puerto  Rico,  Alaska,  and  Hawaii. 

HISTORY  OF  LEGISLATION 

H.  R.  3699  was  introduced  in  the  House  of  Representatives  at  the  request 
of  the  Secretary  of  Agriculture,  and  was  referred  to  the  House  Committee  on 
Agriculture.  The  committee  conducted  hearings  on  the  legislation  on  May  4, 
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1949,  at  which  representatives  of  the  Farm  Credit  Administration  explained  the 
measure’s  provisions  and  urged  its  enactment.  No  witnesses  appeared  in  opposi¬ 
tion  to  the  measure.  The  committee  reported  H.  R.  3699  favorably  to  the 
House  on  May  27,  1949,  and  that  body  unanimously  approved  it  on  July  11,  1949, 
after  adopting  to  floor  amendments. 

The  chairman  of  the  Senate  Committee  on  Agriculture  and  Forestry  appointed 
the  following  subcommittee  to  consider  H.  R.  3699  and  report  its  findings  to  the 

full  committee:  . 

Senator  Ellender,  Chairman. 

Senator  Johnston  of  South  Carolina. 

Senator  Gillette. 

Senator  Thye. 

Senator  Kem. 

PROCEEDINGS  OF  THE  SENATE  SUBCOMMITTEE 

The  Senate  subcommittee  met  in  executive  session  in  room  324,  Senate  Office 
Building,  on  August  12,  1949,  with  all  members  in  attendance  except  Senator  Kem, 
who  was  reported  absent  on  official  business.  At  the  request  of  the  chairman  of 
the  subcommittee,  the  following  representatives  of  the  Farm  Credit  Administra¬ 
tion  were  present  and  answered  questions  of  the  subcommittee  members: 

Carl  Colvin,  Deputy  Governor  in  charge  of  Finance  and  Accounts  and 
Administrative  Divisions. 

Ernest  Diebel,  Acting  Land  Bank  Commissioner. 

Howard  Rooney,  Associate  Solicitor  in  charge  of  agriculture  credit. 

Raymond  J.  Mischler,  attorney,  Farm  Credit  Division,  Office  of  the 
Solicitor. 

Your  subcommittee  had  before  it  a  copy  of  the  hearings  held  on  H .  it.  ob'J9  by 
the  House  Agriculture  Committee,  together  with  copy  of  the  House  committee  s 
report,  and  in  view  of  the  noncontroversial  nature  of  the  legislation,  it  voted  to 
to  dispense  with  open  hearings.  No  new  testimony  was  developed  at  the  execu- 
tive  session,  except  that  two  representatives  of  the  Comptroller  General  _0.  lv. 
Blanchard,  attorney,  Office  of  General  Counsel,  and  Fred  Smith,  Assistant  Direc¬ 
tor,  Corporation  Audits  Division— appeared  and  presented  for  the  subcommittee  s 
consideration  the  following  recommendations  of  the  Comptroller  General. 

August  12,  1949. 

Hon.  Elmer  Thomas, 

Chairman,  Committee  on  Agriculture  and  F orestry, 

United  States  Senate. 

My  Dear  Mr  Chairman:  Reference  is  made  to  S.  1750,  Eighty-first  Congress, 
a  bill  to  amend  the  Federal  Farm  Loan  Act,  which  is  pending  before  your  com- 
mittee,  and  which  contains  provisions  corresponding  with  those  of  rl.  R.  obJ9  as 
passed  by  the  House  of  Representatives  July  11,  1949. 

Section  3  of  both  bills  consists  of  two  sentences.  The  first  sentence  would  re¬ 
peal  that  portion  of  section  13  of  the  Federal  Farm  Loan  Act  (12  U.  o.  C.  731, 
Tenth)  by  which  there  is  established  a  revolving  fund  for  subscriptions  by  the 
Secretary  of  the  Treasury  to  the  paid-in  surplus  of  Federal  land  banks  under  cer¬ 
tain  conditions.  The  second  sentence  provides  as  follows: 

“*  *  *  'phe  Secretary  of  the  Treasury  shall  cause  to  be  carried  to  the  sur¬ 

plus  fund  and  covered  into  the  Treasury  the  total  amount  appropriated  for  sub¬ 
scriptions  to  paid-in  surplus  of  the  Federal  land  banks  and  now  held  in  the  re¬ 
volving  fund  created  pursuant  to  the  provisions  of  law  hereby  repealed. 

However  a  provision  of  title  II  of  the  Department  of  Agriculture  Appropriation 
Act  1950,  approved  June  29,  1949  (Public  Law  146,  81st  Cong.),  directed  that 
the ’total  amount  in  the  said  revolving  fund  ($189,000,000)  “be  carried  to  the 
surplus  fund  and  covered  into  the  Treasury,”  and  such  direction  was  executed  by 
Treasury  Surplus  Warrant  No.  215,  dated  June  30,  1949.  Under  the  circum¬ 
stances, it  is  believed  that  your  committee  will  wish  to  delete  the  now  superfluous 

second  sentence  from  section  3  of  S.  1750.  .  ,  ,  ,  ... 

In  reporting  on  H.  R.  3699,  the  House  Committee  on  Agriculture  stated  that 
the  Federal  land  banks  are  now  “completely  owned”  by  farmer-borrowers 
(H.  Rept.  No.  694,  81st  Cong.,  p.  2) .  Inasmuch  as  ownership  thus  appears  to  be 
one  of  the  factors  influencing  discontinuance  of  the  paid-in  surplus  revolving  tuna, 
certain  closely  related  matters  which  heretofore  have  been  the  subject  of  recom¬ 
mendations  to  the  Congress  by  the  General  Accounting  Office  (Report  on  Audit  of 
Corporations  of  the  Farm  Credit  Administration,  1946,  II.  Doc.  No.  5J8,  sOtn 
Cong.,  pp.  13-17)  and  are  being  renewed  in  audit  reports  for  subsequent  years  are 
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deemed  to  be  of  sufficient  importance  to  warrant  bringing  them  to  your  attention 
at  this  time. 

It  is  recognized  that  the  Federal  Farm  Loan  Act,  contemplates  a  cooperative 
loan  system  owned  and  operated,  subject  to  Federal  supervision,  by  the  farmers 
who  use  the  services  of  the  system.  In  this  sense  the  Federal  land  banks  are  now 
owned  by  farmers;  by  the  close  of  the  fiscal  year  1947  all  paid-in  surplus  and 
capital  stock  furnished  or  owned  by  the  United  States  had  been  paid  back  or 
retired,  and  the  only  outstanding  capital  stock  was  held  by  farmer-borrowers. 
However,  it  is  important  to  note  that  in  several  fundamental  respects  the  posses¬ 
sion  of  such  stock  does  not  entitle  the  holder  to  exercise  all  of  the  rights  usually 
attendant  upon  stock  ownership.  The  present  law,  for  example,  requires _ 

1.  Retirement  at  par  of  all  capital  stock  held  by  borrowers  upon  full 
payment  of  their  loans  (12  U.  S.  C.  672). 

2.  Establishment  of  reserves  which  must  be  maintained  before  dividends 
are  payable  (12  U.  S.  C.  901). 

3.  Approval  of  the  Farm  Credit  Administration  before  otherwise  proper 
dividends  may  be  declared  (12  U.  S.  C.  902). 

4.  That  no  bank  shall  go  into  voluntary  liquidation  without  the  written 
consent  of  the  Farm  Credit  Administration  (12  U.  S.  C.  965). 

These  statutory  restrictions  and  other  controls  incident  to  operation  of  the 
banks  as  an  integral  part  of  the  Farm  Credit  Administration  certainly  can  pre- 
Par^lclPa^*on  the  present  or  future  stockholders  in  the  complete  assets 
ol  the  ba,nks.  Yet  the  silence  of  the  law  with  respect  to  ownership  of  surplus 
and  surplus  reserves  apparently  has  made  possible  a  widespread  impression  of 
complete  private  ownership  which  has  not  so  far  been  specifically  sanctioned  by 
the  Congress.  As  of  June  30,  1946,  the  combined  surplus  and  surplus  reserves  of 
the  federal  land  banks  amounted  to  $167,705,708,  a  sum  derived  largely  through 
the  free  use  of  Government  capital  and  other  subsidies,  as  compared  with  a  total 
private  capital  investment  of  $65,790,0S6  (only  1  of  the  12  banks  was  subject  to 
audit  during  the  fiscal  year  1947). 

These  circumstances  indicate  a  need  for  reexamination  of  the  status  of  the 
banks  and  their  relationship  with  the  Government  for  the  purpose  of  clarifying 
the  ownership  question,  particularly  as  it  affects  the  disposition  of  surplus  and 
reserves.  One  method  of  clarifying  the  situation  and  insuring  preservation  of 
the  edeial  interest,  if  that  course  of  action  is  favored  bv  the  Congress  would 
be  to  direct  that  earnings  realized  from  interest-free  capital  furnished  ’bv  the 
Government  (as.  distinguished  from  earnings  by  private  capital)  be  segregated 
and  held  unavailable  for  the  payment  of  dividends,  or  for  distribution  unon 
liquidation.  1 

1  he  Government  Corporation  Control  Act  (31  U.  S.  C.  841)  provides  for  an 
audit  of  the  Federal  land  banks  only  “for  any  period  during  which  Government 
capital  has  been  invested  therein.”  Government  capital,  construed  in  the  sense 
of  subscriptions  from  the  revolving  funds  for  capital  stock  and  paid-in  surplus  no 
longei  is  invested  in  the  banks,  and  consequently  none  of  them  have  been  subject 
to  audit  by  the  General  Accounting  Office  since  June  30,  1947.  However  there  is 
available  to  them,,  within  the  Farm  Credit  Administration  and  without  necessity 
9;  F  legislative  action,  directly  from  the  capital  stock  revolving  fund  (12 

+i  t_,  ,  sum  °f  $125,000,000.  Also,  there  are  available  indirectly  from 

the  federal  Farm  Mortgage  Corporation  through  authority  to  make  loans  in 
federally  guaranteed  bonds  of  that  Corporation,  etc.  (12  U.  S  C  723  ff)  781 
and  1020d),  substantial  additional  sums. 

In  view  of  these  commitments  for  Federal  financial  assistance,  the  question  as  to 
federal  equity  in  the  earned  surplus  funds  used  for  operations,  and  the  fact  that 
ttm  banks  perform  functions  essential  to  the  farm  credit  and  banking  structure 
under  the  substantial  control  of  the  Farm  Credit  Administration,  it  is  believed 
that  a  very  definite  need  continues  to  exist  for  an  audit  and  report  by  the  Comp¬ 
troller  General  of  the  United  States  in  order  that  the  Congress  may  be  informed, 
by  independent  and  impartial  means,  concerning  the  management,  policies,  and 
financial  status  of  the  banks.  Of  course,  reinstatement  of  such  a  commercial-type 
audit  under  the  Control  Act  would  not  interfere  with  the  status  the  banks  other¬ 
wise  enjoy  any  more  than  does  the  existing  regulation  of  the  banks  by  the  Farm 
Credit  Administration.  The  General  Accounting  Office  would  continue  to  use  in 
such  audits  to  the  fullest  extent  practicable,  as  required  by  the  Control  Act  the 
reports  of  examinations  by  the  Administration.  Finally,  reinstatement  of  such 
audits  of  the  land  banks  wmuld  enable  the  General  Accounting  Office  again  to 
furnish  Congress  with  a  complete  and  independent  audit  report  on  all  the  inter¬ 
related  activities  of  the  Farm  Credit  Administration,  which  is  not  possible  under 
the  present  situation. 
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Consideration  of  these  two  recommendations  in  connection  with  the  present 
bill,  if  feasible,  is  earnestly  recommended.  Members  of  my  staff  will  be  available 
to  furnish  any  additional  information  or  assistance  desired. 


Sincerely  yours, 

Lindsay  C.  Warren, 
Comptroller  General  of  the  United  States. 

After  informally  discussing  the  Comptroller  General’s  recommendations  with 
the  representatives  of  the  two  agencies,  the  subcommittee  requested  the  Farm 
Credit  Administration  officials  to  study  the  proposals  and  submit  a  written 
report  to  the  subcommittee  embodying  their  views  and  recommendations.  This 
report,  dated  August  15,  1949,  and  signed  by  I.  W.  Duggan,  Governor  of  Farm 
Credit  Administration,  has  been  received  by  the  subcommittee.  It  reads  as 


follows: 


August  15,  1949. 


Hon.  Aleen  J.  Ellender,  Sr., 

Chairman,  Subcommittee,  Committee  on  Agriculture  and  Forestry, 

United  States  Senate. 

Dear  Senator  Ellender:  This  letter  is  in  response  to  your  oral  request,  follow¬ 
ing  the  executive  session  of  your  committee  last  Friday,  that  the  Farm  Credit 
Administration  present  its  views  concerning  the  content  of  the  letter  addressed 
to  Senator  Thomas  under  date  of  August  12  by  the  Comptroller  General  of  the 
United  States,  a  copy  of  which  was  handed  to  Mr.  Diebel  at  the  conclusion  of  the 

meeting.  .  , 

The  second  paragraph  of  the  letter  from  the  Comptroller  General  deals  with 
section  3  of  S.  1750  and  also  section  3  of  H.  R.  3699,  which  was  passed  by  the 
House  on  July  11,  1949,  and  which  provides  for  the  repeal  of  the  statutory 
authority  for  the  revolving  fund  representing  Government  subscriptions  to  the 
paid-in  surplus  of  the  Federal  land  banks  and  the  return  of  the  funds  to  the 
Treasury.  We  concur  in  the  view  that  the  second  sentence  of  section  3  of  II .  R. 
3699  might  be  deleted  as  being  superfluous  inasmuch  as  the  funds  were  returned 
to  the  surplus  fund  of  the  Treasury  on  June  30,  1949,  pursuant  to  title  II  of  the 
Department  of  Agriculture  Appropriation  Act  of  1950. 

With  respect  to  the  other  points  discussed  in  the  letter  from  the  Comptroller 
General,  we  wish  to  submit  the  following  comments. 

As  the  Comptroller  General  states  in  his  letter,  the  Federal  Farm  Loan  Act 
contemplates  a  cooperative  farm  mortgage  system,  subject  to  Federal  super¬ 
vision,  to  be  owned  and  operated  by  the  farmers  who  use  the  services  of  the 
system.  This  objective  has  been  kept  in  mind  constantly  and  the  capital  stock 
of  the  Federal  land  banks  is  now  completely  owned  by  farmers.  The  Federal 
land  bank  system  as  a  farmers’  cooperative  credit  system  aims  to  operate  on  its 
own  resources  and  the  banks  have  strengthened  their  net  worth  positions  to  the 
point  where  we  believe  this  can  be  done. 

The  Comptroller  General  recognizes  that  in  this  sense  the  Federal  land  banks 
are  now  owned  by  farmer-borrowers.  However,  he  suggests  that  although  the 
Federal  land  banks  at  the  close  of  the  fiscal  year  1947  had  returned  to  the  United 
States  Treasury  all  paid-in  surplus  and  capital  stock  of  the  Government,  never¬ 
theless  there  are  certain  combined  surplus  and  surplus  reserves  in  the  Federal 
land  banks  “derived  largely  through  the  free  use  of  Government  capital  and 
other  subsidies”  in  which  there  is  some  possible  claim  of  Federal  ownership. 

The  free  use  of  Government  capital  was  specifically  authorized  in  the  original 
Federal  Farm  Loan  Act  of  1916  establishing  the  Federal  land  banks,  and  a  method 
for  its  orderly  repayment  provided.  All  of  the  original  Government  capital  was 
retired  by  1934.  Under  an  amendment  to  the  act  approved  January  23,  1932, 
the  Secretary  of  the  Treasury  was  authorized  to  subscribe  $125,000,000  of  addi¬ 
tional  capital  stock  to  the  Federal  land  banks,  and  under  the  Emergency  r  arm 
Mortgage  Act  of  1933  the  Secretary  of  the  Treasury  was  authorized  to  subscribe 
to  paid-in  surplus  of  the  banks  to  permit  them  to  grant  further  extensions  and  to 
defer  maturing  principal  on  borrowers’  loans.  This  paid-in  surplus  subscription 
totaled  $189,000,000.  The  foregoing  actions  were  taken  because  of  the  national 
emergency  and  because  the  Federal  land  banks  and  the  national  farm  loan  asso¬ 
ciations  were  the  instrumentalities  selected  by  the  Government  to  play  the  prin¬ 
cipal  part  in  the  program  to  refinance  agriculture  and  to  unfreeze  assets  in  the 
form  of  agricultural  paper  held  by  commercial  banks,  insurance  companies,  and 
other  lenders.  Any  claim  that  the  United  States  retains  an  ownership  interest 
in  earnings  derived  from  the  original  capital  and  the  additional  capital  would 
be  contrary  to  the  purpose  of  such  subscriptions  to  capital  and  to  the  statutory 
plan  that  the  stock  subscribed  in  connection  with  the  Federal  land  bank  loans 
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eventually  should  represent  the  sole  ownership  of  the  Federal  land  banks.  More- 
over  the  original  Federal  Farm  Loan  Act  expressly  provided  that  “stock  owned 
by  the  Government  of  the  United  States  in  Federal  land  banks  shall  receive  no 
dividends,  but  all  other  stock  shall  share  in  dividend  distributions  without  pref- 
erence.  1  he  foregoing  provision  applies  to  the  additional  capital  stock  as  well 
as  the  original  capital  stock  and,  therefore,  both  stand  in  the  same  position  as 
regards  any  responsibility  of  the  land  banks  to  return  more  than  the  principal 
amount  of  the  Government  subscriptions  to  capital  stock.  Further,  the  law 
provides  that  the  paid-in  surplus  shall  be  repaid,  and  there  is  no  provision  under 
wmcn  the  l  nited  states  would  acquire  or  retain  any  ownership  interest  in  the 
general  earnings  of  the  banks  on  such  paid-in  surplus. 

The  Comptroller  General  cites  several  statutory  provisions  which  he  interprets 
as  precluding  full  participation  of  the  present  or  future  stockholders  of  the  Federal 
land  banks  in  the  complete  assets  of  the  banks,  and  suggests  that  because  the  law 
is  silent  with  respect  to  the  ownership  of  surplus  or  surplus  reserves  in  the  event 
or  liquidation  of  the  Federal  land  banks,  there  is  a  need  for  reexamination  of  the 
status  of  the  banks  in  their  relationship  with  the  Government  for  the  purpose  of 
clarifying  the  ownership  question.  As  pointed  out  above,  it  is  our  view  that  there 
is  no  ambiguity  in  the  law  with  respect  to  the  nonexistence  of  any  right  of  the 
Government  in  any  surplus  and  surplus  reserves  which  may  have  resulted  from 
the  presence  in  the  land  bank  system  of  the  original  capital,  additional  capital 
or  paid-in  surplus.  ’ 

We  agree  with  the  conclusion  of  the  Comptroller  General  that  the  Government 
Corporations  Control  Act  (31  U.  S.  C.  841)  provides  for  an  audit  of  the  Federal 
and  banks  only  ‘for  any  period  during  which  Government  capital  has  been 
invested  therein,  and  since  Government  capital  is  no  longer  invested  therein 
none  of  the  banks  of  the  system  has  been  subject  to  audit  by  the  General  Account¬ 
ing  Office  since  July  1  1947.  In  this  connection,  the  legislative  record  of  the 
hearings  held  m  May  fand  June  1945  on  the  Government  Corporations  Control 
Act  clearly  shows  that  Congress  considered  specifically  the  case  of  the  Federal 
land  banks  and  exempted  them  from  this  control  and“  additional  costs  of  audit 
after  the  repayment  of  Government  subscription  to  capital  stock  and  paid-in 
surplus.  However,  the  Comptroller  General  contends  that  his  office  now  should 
be  given  authority  to  audit  the  Federal  land  banks.  The  principal  reasons 
advanced  in  support  of  such  authority  to  audit  are  (1)  certain  commitments 
e  ln  aw  ^or  ^u^ure  Federal  financial  assistance  to  the  Federal  land  banks 
}?)  the  as  t0  federal  equity  in  the  earned  surplus  funds  used  for  opera- 

tions,  and  (d)  the  fact  that  the  banks  perform  functions  essential  to  the  farm  credit 
and  banking  structure  under  the  substantial  control  of  the  Farm  Credit  Adminis- 
tration. 

«iolooornnnect  t0  .the1first  reasons  it  might  be  well  to  mention  that  the  sum  of 
*125,000,000  now  in  the  capital  stock  revolving  fund  in  the  Treasury  has  been 
fully  repaid  by  the  Federal  land  banks  and  there  is  no  apparent  immediate 
prospect  that  it  will  be  necessary  to  call  upon  the  Treasury  to  reinvest  such 
unds  in  the  banks.  However,  in  the  event  any  such  funds  are  resubscribed  as 
W)  any  bank,  that  bank  would  immediately  again  become  subject  to  audit  bv  the 
General  Accounting  Office  under  the  express  terms  of  the  Government  Corpora¬ 
tions  Control  Act.  Accordingly,  it  seems  that  the  law  as  it  presently  stands 
makes  adequate  provision  for  Government  audit  at  such  times  as  anv  Govern¬ 
ment  capital  may  be  present  in  the  land  banks  system.  The  onlv  other  “commit- 
?ler"s  ”,r  General  financial  assistance”  are  the  authorities  of  the  Federal  Farm 
Mortgage  Corporation  (1)  to  make  loans  to  the  Federal  land  banks  and  (2)  to 
purchase  bonds  of  the  Federal  land  banks.  The  exercise  of  either  of  these  author¬ 
ities  would  not  be  an  investment  in  the  capital  of  the  Federal  land  banks,  and 

lion's  CmitrolU4ct10t  fumlSh  a  basis  for  the  application  of  the  Government  Corpora- 

e  have  already  discussed  the  second  of  these  reasons  and  expressed  our  view- 
pouit  with  respect  to  the  complete  lack  of  Federal  equity  in  the  earned  surplus 
lunds  or  the  hederal  land  banks.  1 

As  to  the  third  reason,  we  do  not  think  it  follows  that  it  is  necessary  for  the 
General  Accounting  Office  to  audit  the  Federal  land  banks  in  order  to  properly 
ischarge  its  function  incident  to  auditing  the  other  governmeiitally  capitalized 
corporatmns  within  the  Farm  Credit  system.  A  major  consideration  is  the 
additional  cost  that  would  be  necessary  to  be  absorbed  by  the  Federal  land 
banks,  which  in  turn  are  owned  by  farmer-stockholders.  Moreover,  the  boards 
ot  directors  of  the  banks  and  others  primarily  interested  in  fostering  the  farmer- 
owned  and  farmer-operated  system  would  voice  strenuous  objection  to  the  resump- 
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tion  of  audits  by  the  General  Accounting  Office  now  that  the  investment  of  the 
Government  has  been  repaid  because  there  is  now  and  always  has  been  a  procedure 
established  pursuant  to  the  Farm  Loan  Act  under  which  independent  examinations 
are  made  at  least  annuallv  of  each  of  the  12  Federal  land  banks  at  their  expense. 
The  examination  function  is  carried  on  in  Farm  Credit  Administration  through  a 
staff  of  Federal  examiners,  created  by  the  Farm  Loan  Act  and  supervised  by  a 
chief  examiner  who  reports  directly  to  the  Governor;  these  examiners  are  all 
public  officials  whose  responsibilities  as  fixed  by  law  are  similar  to  those  of  national 
bank  examiners.  The  reports  of  these  examinations  are  used  as  effective  media 
to  evaluate  the  functioning  of  these  institutions  and  supply  management  with  an 
independent  report  on  their  operations.  In  this  connection  we  have  in  our  files 
very  favorable  comment  from  the  General  Accounting  Office  as  to  the  existing 
procedure  in  examining  these  institutions  and  the  quality  of  the  reports. 

As  you  are  aware,  the  Farm  Credit  Administration  is  required  by  law  to  submit 
annual  reports  to  the  Congress  on  the  operations  of  the  institutions  under  its 
supervision,  and  extensive  and  detailed  information  with  respect  to  the  operations, 
financial  transactions,  and  financial  condition  of  the  Federal  land  banks  and  the 
other  Farm  Credit  Administration  institutions  is  thus  presented  to  the  Congress. 
If  the  General  Accounting  Office  should  need  information  on  the  land  banks,  it 
could  obtain  such  data  from  Farm  Credit  Administration  by  request. 

We  appreciate  the  opportunity  afforded  to  make  the  foregoing  comments,  and 
if  there  is  any  additional  information  you  desire  we  shall  be  glad  to  furnish  it. 

Sincerely  yours,  .  m  „  n 

I.  W.  Duggan,  Governor. 


RECOMMENDATIONS  OF  SENATE  SUBCOMMITTEE 


Your  subcommittee  recommends  enactment  of  H.  R.  3699  as  passed  by  the 
House  with  one  exception.  Section  2  of  the  bill  would  remove  any  limitation  on 
the  amount  of  a  loan  to  any  one  borrower,  the  present  law  now  providing  a 
limitation  of  $50,000.  Your  subcommittee  is  of  the  opinion  that  some  limitation 
should  be  contained  in  the  law  which  would  allow  handling  of  practically  all  cases 
yet  would  provide  a  safeguard  against  loans  of  unreasonable  amounts.  Therefore, 
your  subcommittee  recommends  favorable  consideration  of  H.  R.  3699  with  the 
following  amendment. 

On  page  3,  strike  out  lines  16  to  20,  inclusive,  and  insert  in  lieu  thereof  the 


following:  ,  „  .  , 

“Seventh.  The  amount  of  loans  to  any  one  borrower  shall  in  no  case  exceed 
a  maximum  of  $75,000,  but  loans  to  any  one  borrower  shall  not  exceed  $25,000 
unless  approved  by  the  Land  Bank  Commissioner,  nor  shall  any  one  loan  be  for  a 
less  sum  than  $100,  but  preference  shall  be  given  to  applications  for  loans  of 
$10,000  and  under.” 

Allen  J.  Ellen der,  Chairman. 

Olin  D.  Johnston. 

Guy  M.  Gillette. 


Edward  J.  Thye. 
James  P.  Kem. 
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81st  CONGRESS 
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Calendar  No.  1155 

H.  R.  3699 

[Report  No.  1144] 


IN  THE  SENATE  OF  THE  UNITED  STATES 

July  12  (legislative  day,  June  2),  1949 
Read  twice  and  referred  to  the  Committee  on  Agriculture  and  Forestry 

October  11  (legislative  day,  September  3),  1949 
Reported  by  Mr.  Ellender,  with  an  amendment 

[Omit  tlie  part  struck  through  and  insert  the  part  printed  in  italic] 


AN  ACT 

To  amend  the  Federal  Farm  Loan  Act,  as  amended,  to  authorize 
loans  through  national  farm-loan  associations  in  Puerto  Rico ; 
to  modify  the  limitations  on  Federal  land-bank  loans  to  any 
one  borrower;  to  repeal  provisions  for  subscriptions  to 
paid-in  surplus  of  Federal  land  banks  and  coyer  the  entire 
amount  appropriated  therefor  into  the  surplus  fund  of  the 
Treasury;  to  effect  certain  economies  in  reporting  and  re¬ 
cording  payments  on  mortgages  deposited  with  the  registrars 
as  bond  collateral,  and  canceling  the  mortgage  and  satisfying 
and  discharging  the  lien  of  record;  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta- 

2  fives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  (a)  section  4  of  the  Federal  Farm  Loan  Act,  as 

4  amended  (title  12,  U.  S.  C.  672) ,  is  hereby  further  amended 

5  by  adding  a  new  paragraph  to  said  section  immediately 

6  following  the  second  paragraph  thereof  to  read  as  follows: 
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“Notwithstanding  the  provisions  of  this  section,  loans 
may  he  made  in  Puerto  Pico  and  Alaska  through  national 
farm-loan  associations,  and  the  interest  rate  applicable  to 
such  loans  shall  be  as  provided  in  section  12  of  this  Act. 
Said  associations  shall  be  organized  pursuant  to  section  7  of 
this  Act,  except  that,  upon  the  recommendation  of  the  Fed¬ 
eral  land  bank  concerned,  any  such  national  farm-loan  asso¬ 
ciation  may  he  organized  by  ten  or  more  borrowers  who 
have  obtained  direct  loans  through  a  branch  bank  which 
aggregate  not  less  than  $20,000,  and  who  reside  in  a  locality 
which  may  he  covered  and  served  conveniently  by  the 
charter  of  a  national  farm-loan  association  and  any  national 
farm-loan  association  after  it  has  become  organized  may 
permit  any  direct-loan  borrower  through  a  branch  hank  to 
join  the  association.  As  to  any  direct-loan  borrower  through 
a  branch  bank  who  participates  in  the  organization  of  a 
national  farm-loan  association  or  joins  a  national  farm-loan 
association  after  it  has  become  organized  ( 1 )  the  association 
shall  endorse,  and  thereby  become  liable  for  the  payment  of, 
his  mortgage  loan  held  by  the  Federal  land  hank;  (2)  the 
stock  in  the  Federal  land  bank  held  by  him  shall  he  ex¬ 
changed  for  a  like  amount  of  stock  in  said  bank  issued  in 
the  name  of  the  association  and  the  association  shall  issue 
a  like  amount  of  its  stock  to  him,  all  in  the  manner  and 
subject  to  the  terms  and  conditions  provided  in  the  fifteenth 
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1  paragraph  of  section  7  of  this  Act  (title  12,  U.  S.  C.  723 

2  (d)  )  ;  and  (3)  the  interest  rate  payable  by  him,  beginning 

3  with  the  next  regular  installment  date  following  the  endorse- 

4  ment  of  his  loan,  shall  be  reduced  to  a  rate  one-half  of  1 

5  per  centum  per  annum  less  than  the  rate  paid  by  him  prior 

6  to  such  endorsement.” 

7  (b)  The  first  sentence  of  the  twelfth  paragraph  of 

8  section  7  of  the  Federal  Farm  Loan  Act,  as  amended 

9  (title  12,  U.  S.  C.  723  (a)),  is  further  amended  by 

10  striking  the  words  “in  the  continental  United  States”. 

11  Sec.  2.  Paragraph  “Seventh”  of  section  12  of  the  Fed- 

12  eral  Farm  Loan  Act  (title  12,  FT.  S.  C.  771)  is  hereby 

13  amended  to  read  as  follows: 

14  “Seventh?  The  amount  of  loans  to  any  one  borrower 

15  shall  not  exceed  $25yQ00  unless  approved  by  the  Land 

16  Bank  Commissionerj  nor  shall  any  one  loan  he  for  a  less 

17  sum  than  $4-90j  but  preference  shad  he  given  to  applica- 

18  tions  for  loans  of  $497999  and  under  A 

19  .  “Seventh.  The  amount  of  loans  to  any  one  borrower 

20  shall  in  no  case  exceed  a  maximum  of  $ 75,000 ,  but,  loans 

21  to  any  one  borrower  shall  not  exceed,  $25,000  unless  approved 

22  by  the  Land  Bank  Commissioner,  nor  shall  any  one  loan 

23  be  for  a  less  sum  than  $100,  but  preference  shall  be  given  to 

24  applications  for  loans  of  $10,000  and  under T 
Sec.  3.  All  of  paragraph  “Tenth”  of  section  13  of  the 
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Federal  Farm  Loan  Act,  as  amended  (title  12,  U.  S.  CL 
781,  Tenth),  except  the  first  and  third  sentences  thereof 
is  hereby  repealed.  The  Secretary  of  the  Treasury  shall 
cause  to  he  carried  to  the  surplus  fund  and  covered  into  the 
Treasury  the  total  amount  appropriated  for  subscriptions 
to  paid-in  surplus  of  the  Federal  land  banks  and  now  held 
in  the  revolving  fund  created  pursuant  to  the  provisions 
of  law  hereby  repealed. 

Sec.  4.  The  first  paragraph  of  section  22  of  the  Federal 
Farm  Loan  Act,  as  amended  (title  12,  XT'.  S.  C.  891),  is 
hereby  amended  to  read  as  follows: 

“Whenever  any  Federal  land  bank,  or  joint-stock  land 
bank,  shall  receive  any  principal  payments  upon  any  first 
mortgage  or  bond  pledged  as  collateral  security  for  the  issue 
of  farm-loan  bonds,  it  shall  forthwith  notify  the  farm-loan 
registrar  thereof  as  may  be  required  by  the  Farm  Credit 
Administration.  Said  registrar  shall  reflect  such  payment 
on  his  records  in  such  manner  as  may  be  prescribed  by  the 
Farm  Credit  Administration.  Upon  notice  from  the  bank 
that  any  such  mortgage  is  paid  in  full,  said  registrar  shall 
cause  the  same  to  he  delivered  to  the  proper  land  bank, 
which  shall  promptly  cancel  said  mortgage  and  transmit 
such  canceled  mortgage,  together  with  a  release  or  satis¬ 
faction  thereof  as  may  he  required  to  satisfy  and  discharge 


1  the  lien  of  record,  to  the  original  maker  thereof,  or  his 

2  heirs,  administrators,  executors,  or  assigns.'’ 

3  Sec.  5.  The  first  sentence  of  section  5  (a)  of  the  Farm 

4  Credit  Act  of  1937  (50  Stat.  703)  is  amended  to  read  as 

5  follows:  “There  shall  be  twelve  districts  in  the  United  States, 

6  including  Alaska,  Puerto  Kico,  and  Hawaii,  which  shall  he 

7  known  as  Farm  Credit  Districts  and  may  be  designated  by 

8  number.” 

Passed  the  House  of  Representatives  July  11,  1949. 

RALPH  R.  ROBERTS, 

Clerk. 
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Northwest  who  are  members  of  neither 
committee  were  called  in. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  consideration  of  the  bill? 

Mr.  MAGNUSON.  If  the  Committee 
on  Public  Works  will  accept  the  amend¬ 
ment  which  will  be  suggested  by  the  Sen¬ 
ators  from  Oregon  and  myself  and  by 
other  Pacific  Northwest  Senators,  we  will 
be  glad  to  let  the  bill  go  through.  But 
these  amendments  are  going  to  require 
some  discussion,  and  probably  some  of 
them  will  be  controversial. 

Mr.  MALONE.  Mr. president,  will  the 
Senator  yield?  \ 

Mr.  MAGNUSON.  My  time,  I  believe, 
has  expired. 

The  PRESIDING  OFFICER.  The  time 
of  the  Senator  from  Washington  has  ex¬ 
pired. 

Mr.  MALONE.  Mr.  President^  I  ask 
unanimous  consent  that  the  timeXf  the 
Senator  from  Washington  may  be  ex¬ 
tended  for  a  minute  or  so  in  order  that 
I  may  ask  him  a  question.  \ 

The  PRESIDING  OFFICER.  With-N 
out  objection,  it  is  so  ordered. 

Mr.  MALONE.  Suppose  by  January  of 
next  year  the  matters  in  question  shall 
still  be  confusing  to  the  other  commit¬ 
tee.  Will  we  be  justified  in  continually 
postponing  action? 

Mr.  MAGNUSON.  Oh,  no;  under  no 
circumstances  would  we  be  justified  in. 
doing  so.  If  this  matter  cannot  be  re¬ 
solved  very  quickly  after  the  first  of  the 
year,  the  rivers  and  harbors  bill  should; 
be  passed  promptly  by  all  means.  I  am 
in  favor  of  its  passage,  and  so  is  the  Sen-; 
ator  from  Wyoming. 

Mr.  MALONE.  I  thank  the  Senator. 

Mr.  O’MAHONEY.  Is  it  my  under-’ 
standing  that  the  bill  is  going  over? 

The  PRESIDING  OFFICER.  If  objec¬ 
tion  is  made. 

Mr.  GEORGE.  Mr.  President,  before 
the  bill  goes  over  I  wish  to  offer  an 
amendment.  Numerous  amendments 
have  been  offered.  I  desire  to  offer  an-: 
other  amendment  so  as  to  perfect  the! 
bill  regardless  of  whether  it  is  Considered 
today  or  not.  I  talked  with  the  distin-| 
guished  chairman  in  charge  of  the  bill? 
before  he  left  the  Senate  Chamber  and 
he  said  my  amendment  is  agreeable  to 
him,  if  I  could  obtain  the  exact  estimate  ■! 
from  the  Board  of  Army  Engineers  on 
an  item  in  the  bill  on  page  23.  It  is  a 
mere  authorization  tb  appropriate  the 
sum  of  $40,000,000  ioj  the  construction  of 
the  Hartwell  project  I  offer  an  amend¬ 
ment  in  line  5,  page  23,  after  the  words 
“sum  of’’  to  stride  out  $40,000,000  and 
insert  $68,377,0001 

The  PRESIDING  OFFICER.  The 
question  is  on  /he  amendment  offered  by 
the  Senator  ffom  Georgia. 

The  amendment  was  agreed  to. 

Mr.  O’MjAHONEY.  Mr.  President,  I; 
am  going |b  ask  that  the  bill  go  over,  but: 
in  doing  £o  I  want  it  clearly  mderstood 
that  I  ain  not  making  any  objection  to 
the  rivers  and  harbors  items  which  are- 
in  th/bill.  The  bill  as  reported  by  the  ' 
committee  contains  provision  for  certain 
Andy  engineer  works  in  the  Columbia 
Ri/er  Basin.  These  works  are  part  of  a 
comprehensive  plan  worked  out  by  the 
Sureau  of  Reclamation  as  well  as  the 
Army  engineers.  The  plan  ought  to  be 


maintained  as  a  unit.  It  would  be/a 
great  mistake,  it  seems  to  me,  to  divide 
it,  and,  because  of  the  desirability  of  /re- j 
serving  unity  in  the  construction  asr  well 
as  in  the  consideration,  and  because  of 
the  impossibility  at  this  time  oi  going 
into  the  details  of  certain  poWer  con¬ 
struction  as  well  as  reclamation  con¬ 
struction  that  is  desirable,  th/ Commit¬ 
tee  on  Interior  and  Insular  Affairs  has 
generally  felt  that  the  matter  ought  to 
go  over.  And  so,  Mr.  President,  with 
that  explanatory  remark, fi.  ask  that  the 
bill  go  over. 

The  PRESIDING  OFFICER.  The  bill 
will  be  passed  over. 

The  next  bill  on  tl/2  calendar  will  be 


FEDERAL  LAND-BANK  LOANS 

The  bill  (H.  R.  3699)  to  amend  the 
Federal  Farm  Loan  Act,  as  amended,  to 
authorize  loans  through  national  farm- 
loan  associations  in  Puerto  Rico;  to  mod¬ 
ify  the  limitations  on  Federal  land-bank 
loans  to  any  one  borrower;  to  repeal  pro¬ 
visions  for  subscriptions  to  paid-in  sur¬ 
plus  of  Federal  land  banks  and  cover  the 
entire  amount  appropriated  therefor  into 
the  surplus  fund  of  the  Treasury;  to  ef¬ 
fect  certain  economies  in  reporting  and 
recording  payments  on  mortgages  de¬ 
posited  with  the  registrars  as  bond  collat¬ 
eral,  and  canceling  the  mortgage  and  sat¬ 
isfying  and  discharging  the  lien  of  rec¬ 
ord;  and  for  other  purposes;  was  an¬ 
nounced  as  next  in  order. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  present  consideration  of 
the  bill? 

Mr.  HOLLAND.  Mr.  President,  the 
senior  Senator  from  Louisiana  [Mr.  El- 
lender]  is  detained  in  conference  on  the 
agricultural  bill.  He  asked  me  to  file,  in 
connection  with  House  bill  3699,  an  ex¬ 
planation  of  the  several  sections  thereof, 
which  I  do  here  and  now,  and  ask  that  it 
be  printed  in  the  Record  at  this  point. 

There  being  no  objection,  Mr.  Ellen- 
der’s  statement  was  ordered  to  be  printed 
in  the  Record,  as  follows: 

EXPLANATION  BY  MR.  ELLENDER  OF  H.  R.  3699 

Secticn  1  of  this  bill  permits  national 
farm-loan  associations  to  organize  and 
operate  in  Puerto  Rico  and  Alaska,  and  will 
permit  loans  by  these  associations  at  the 
same  rate  of  interest  and  for  the  same  term 
as  is  permitted  in  the  States.  At  the  present 
time  Puerto  Rican  farmers  must  borrow  di¬ 
rect  from  the  Federal  land  bank  at  Baltimore, 
and  must  pay  a  one-half  of  1  percent  higher 
interest  rate,  with  a  maximum  loan  term  of 
20  years.  Information  furnished  the  com¬ 
mittee  shows  that  the  Baltimore  Federal 
Land  Bank  program  in  Puerto  Rico  has 
operated  satisfactorily,  and  we  believe  these 
farmers  can  now  be  placed  on  an  equal  basis 
with  farmers  in  the  United  States.  While 
no  Federal  land  bank  loans  have  been  made 
up  to  this  time  in  Alaska,  the  committee  be¬ 
lieves  it  advisable  to  include  this  Territory 
in  the  pending  authorization  in  order  to  con¬ 
tinue  the  policy  of  the  Congress  to  treat 
Alaska  and  Puerto  Rico  on  the  same  legal 
basis. 

Section  2  increases  the  limitation  on  the 
size  of  Federal  land  bank  loans  to  any  one 
borrower.  Under  existing  law,  loans  to  any 
one  borrower  may  not  exceed  $50,000,  and  the 
pending  bill  simply  extends  this  limitation 
to  $75,000.  The  House  removed  the  limita¬ 
tion  altogether,  but  the  Senate  Committee 
on  Agriculture  and  Forestry  believes  some 


ceiling  should  be  retained  on  this  type  of 
loan,  and  agreed  upon  the  figure  of  $75,000. 
The  present  law  directs  that  any  loans  in 
excer-  of  $25,000  must  be  approved  by  the 
Land  Bank  Commissioner,  and  that  prefer¬ 
ence  be  given  to  loans  under  $10,000 — the 
pending  bill  retains  those  provisions. 

Section  3  confirms  the  recent  return  to  the 
Treasury  of  the  United  States  by  the  Federal 
land  banks  of  the  sum  of  $189,000,000,  which 
represen' ;  funds  appropriated  to  the  Federal 
land  banks  in  the  5  years  ended  July  10, 
1938.  The  statutory  provision  under  which 
these  funds  were  made  available  is  repealed. 
Senators  may  recall  that  during  the  depres¬ 
sion  the  Congress  made  these  funds  avail¬ 
able  to  the  Federal  land  banks  in  order  to 
defer  interest  and  principal  payments  on 
land-bank  loans  to  farmers.  All  of  the 
money  has  been  repaid  by  the  farm-loan 
associations,  and  the  Federal  land  bank  offi¬ 
cials  advise  us  that  the  money  is  no  longer 
needed  by  them. 

Section  4  permits  several  minor  simplifica¬ 
tions  in  the  bookkeeping  system  of  the  land 
banks,  and  lifts  the  requirement  that  the 
banks  must  discharge  the  lien  of  record 
when  a  mortgage  is  paid  in  full. 

Section  5  clarifies  the  status  of  Alaska, 
Puerto  Rico,  and  Hawaii  by  specifically  in¬ 
cluding  them  in  a  farm-credit  district  pro¬ 
vided  by  existing  law.  Originally,  the 
Congress  did  not  provide  for  farm-credit 
loans  in  the  three  Territories,  but  subse¬ 
quently  made  certain  extensions  on  a  piece¬ 
meal  basis.  The  committee  was  advised  that 
the  exact  status  of  the  authority  to  operate 
in  the  three  Territories  is  not  clearly  defined, 
and  section  5  would  simply  provide  a  clear- 
cut  directive  that  would  permit  all  lending 
institutions  under  the  Farm  Credit  Admin¬ 
istration  to  operate  in  Puerto  Rico,  Alaska, 
and  Hawaii,  on  the  same  basis  as  they  operate 
in  the  United  States. 

Mr.  SCHOEPPEL.  Mr.  President,  may 
we  have  a  short  resume  of  the  explana¬ 
tion? 

Mr.  HOLLAND.  Mr.  President,  I  shall 
be  very  happy  to  explain  the  items.  The 
principal  purpose  of  the  bill,  as  I  am  ad¬ 
vised  by  the  senior  Senator  from  Louisi¬ 
ana — and,  incidentally,  I  sat  in  at  the 
time  of  the  approval  of  the  bill  by  the 
Senate  Committee  on  Agriculture  and 
Forestry,  but  had  not  given  any  further 
thought  to  the  measure  from  that  time 
until  now — the  principal  purpose  is  to 
allow  the  installation  of  national  farm 
loan  associations  in  Puerto  Rico  and 
Alaska.  Heretofore  Puerto  Rico  has 
been  operating  as  a  part  of  the  territory 
covered  by  the  Federal  Land  Bank  of 
Baltimore,  but  that  has  proved  incon¬ 
venient  and  the  history  of  the  operation 
in  Puerto  Rico  is  such  as  to  justify,  in 
the  judgment  of  the  committee,  the  es¬ 
tablishment  of  a  Federal  land  bank  for 
Puerto  Rico. 

Section  2  provides  that  the  maximum 
limitation  for  any  loan  shall  be  raised 
from  $50,000  to  $75,000.  The  House  bill 
did  away  with  the  $50,000  limitation  and 
imposed  no  other  limitation.  But  by  the 
Senate  committee  amendment  the  limi¬ 
tation  on  one  loan  would  be  simply  raised 
from  $50,000  to  $75,000. 

Section  3  confirms  the  recent  return 
to  the  Treasury  of  the  United  States  by 
the  Federal  land  banks  of  the  system  of 
the  sum  of  $189,000,000,  which  repre¬ 
sents  funds  appropriated  to  the  Federal 
land  banks  in  the  5  years  ended  July  10, 
1938.  That  constituted,  at  the  time,  a 
revolving  fund,  but  it  has  since  been  re- 
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paid  in  its  entirety  by  the  present  own¬ 
ers  of  the  banks,  that  is,  the  growers,  the 
farmers.  The  bill  confirms  that,  and  re¬ 
tires  the  last  of  the  Federal  funds  which 
were  advanced  for  the  organization  and 
enlargement  of  the  banks. 

Section  4  has  to  do  with  some  details 
of  the  bookkeeping  of  the  banks,  and 
section  5  clarifies  the  status  of  Alaska, 
Puerto  Rico,  and  Hawaii,  including  them 
in  a  single  farm-credit  district  by  them¬ 
selves. 

The  Senate  committee  unanimously 
approved  this  measure,  with  the  amend¬ 
ments  which  are  reported  to  the  House 
bill.  The  House  passed  the  bill  several 
months  ago. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  present  consideration 
of  the  bill? 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  bill,  which  had 
been  reported  from  the  Committee  on 
Agriculture  and  Forestry  with  an 
amendment  on  page  3,  after  line  13,  to 
strike  out: 

Seventh.  The  amount  of  loans  to  any  one 
borrower  shall  not  exceed  $25,000  unless  ap¬ 
proved  by  the  Land  Bank  Commissioner,  nor 
shall  any  one  loan  be  for  a  less  sum  than 
$100,  but  preference  shall  be  given  to  applica¬ 
tions  for  loans  of  $10,000  and  under. 

And  in  lieu  thereof,  to  insert  the 
following: 

Seventh.  The  amount  of  loans  to  any  one 
borrower  shall  in  no  case  exceed  a  maximum 
of  $75,000,  but  loans  to  any  one  borrower 
shall  not  exceed  $25,000  unless  approved  by 
the  Land  Bank  Commissioner,  nor  shall  any 
one  loan  be  for  a  less  sum  than  $100,  but 
preference  shall  be  given  to  applications  for 
tions  for  loans  of  $10,000  and  under. 

The  amendment  was  agreed  to. 

The  amendment  was  ordered  to  be  en¬ 
grossed,  and  the  bill  to  be  read  a  third 
time. 

The  bill  was  read  the  third  time,  and 
passed. 

1*‘— — — WBBTWDOHB 

The  bill  (H.  R.  5731)  to  discharge  a 
fiduciary  obligation  to  Iran,  was  an¬ 
nounced  as  next  in  order. 

Mr.  SCHOEPPEL.  Over. 

Mr.  DONNELL.  By  request,  I  object. 

The  PRESIDING  OFFICER.  The  bi]T 
will  be  passed  over.  / 

COUNTY  HOSPITAL  AT  ALBUQUERfStJE, 

N.  MEX.,  FOR  TREATMENT  OF  INDIANS 

The  Senate  proceeded  to  consider  the 
bill  (S.  2404)  authorizing  an  a|Jpropria- 
tion  for  the  construction,  extension,  and 
improvement  of  a  county  hospital  at  Al¬ 
buquerque,  N.  Mex.,  to  provide  facilities 
for  the  treatment  of  Incjjans,  which  had 
been  reported  from  thfe  Committee  on 
Interior  and  Insular  ^flairs  with  amend¬ 
ments. 

Mr.  SCHOEPPEIiT  Mr.  President,  may 
we  have  an  explanation  of  the  bill? 

Mr.  ANDERSON.  Mr.  President,  the 
Senator  fro nr  Minnesota  [Mr.  Hum¬ 
phrey]  hasyan  amendment  on  the  desk 
to  which  ife  are  agreeable,  and  would 
like  to  accept.  However,  the  amend¬ 
ment  i&mot  in  proper  order.  It  reads  as 
an  amendment  to  page  4,  line  7.  It 
shoufd  be  page  4,  line  22. 

5n  behalf  of  the  junior  Senator  from 
linnesota  [Mr.  Humphrey]  I  offer  the 


amendment  which  I  send  to  the  desk  and 
ask  to  have  stated. 

The  PRESIDING  OFFICER.  The 
amendment  offered  by  the  Senator  from 
New  Mexico  on  behalf  of  the  Senator 
from  Minnesota  will  be  stated. 

The  Legislative  Clerk.  On  page  4, 
line  22,  after  the  word  “this”  it  is  pro¬ 
posed  to  strike  out  “section”  and  insert 
“Act.” 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER.  Does  the 
Senator  from  Kansas  object  to  further 
consideration  of  the  bill? 

Mr.  SCHOEFPEL.  I  should  like  to  ask 
the  distinguished  Senator  from  New 
Mexico  with  respect  to  one  phase  of  the 
bill.  Is  not  the  provision  for  the  guar¬ 
antee  of  the  minimum  payment  by  the 
Federal  Government  because  of  the  beds 
reserved  for  Indian  patients  a  unique 
feature  of  the  bill?  I  should  like  to  have 
Some  explanation  from  the  Senator  from 
New  Mexico  on  that  point. 

Mr.  ANDERSON.  I  will  say  to  the 
distinguished  Senator  from  Kansas  that 
I  do  think  it  is  a  new  and  unusual  pro¬ 
posal.  The  problem  of  what  to  do  witl; 
Indian  hospitals  has  perplexed  tj 
Southwest  for  a  long  time.  There  ik  a 
gradual  move  to  try  to  integrate  th^' In¬ 
dians  Vith  the  rest  of  the  population, 
and  it  h^s  been  felt  desirable  in  fc^is  par¬ 
ticular  instance,  rather  than  ,tb  have  a 
group  of  small  isolated  hospitals  where 
nursing  service  and  proper  ^medical  serv¬ 
ice  are  not  available,  that  there  should 
be  one  place  whHre  man#  of  the  Indians 
could  go  and  vvherh  they  would  be  treated 
With  other  citizensVf  the  community. 

This  is  an  attemptWhich  the  Depart- 
nent  of  the  Interior  has  endorsed,  to  try 
,o  bring  them  togetheK  in  community 
lospitals  publicly  owned \ather  than  to 
lave  a  smalLjfroup  of  isolated  hospitals, 
■ery  expensive  to  operate^  scattered 
iround  the  country- 

Mr.  SCHOEPPEL.  In  other  wfl^ls,  this 
vouid  be  a  decided  saving  of  expense  in 
the  arid? 

Mr.  ANDERSON.  We  think  it  wcHild 
nrftan  a  very  substantial  saving,  not  ora, 
Jn  expense,  but  of  medical  facilities  anc 
/  of  those  who  are  engaged  in  that  type 
of  work. 

Mr.  SCHOEPPEL.  A  much  more 
skilled  type  of  service  would  be  available 
to  them. 

Mr.  ANDERSON.  Yes. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  committee  amend¬ 
ments. 

The  first  amendment  of  the  Commit¬ 
tee  on  Interior  and  Insular  Affairs  was 
on  page  1,  line  5,  after  the  words  “the 
sum  of”,  to  strike  out  “$1,800,000”  and 
insert  “$1,500,000.” 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  1, 
line  10,  after  the  words  “not  less  than”, 
to  strike  out  “eighty”  and  insert  “one 
hundred.” 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  3, 
line  7,  after  the  numeral  “25”,  to  strike 
out  “secs.  452  and  the  following”  and 
insert  “sec.  454.” 

Mr.  ANDERSON.  Mr.  President,  there 
was  an  error  in  printing.  The  language 


on  page  3,  line  7,  should  read  “secs.  452 
454.” 

The  PRESIDING  OFFICER,  woes 
the  Senator  offer  that  amendment,#}  the 
committee  amendment? 

Mr.  ANDERSON.  I  offer  thag’ amend¬ 
ment  to  the  committee  amenjfment. 

The  PRESIDING  OFFICER.  With¬ 
out  objection,  the  comrqittee  amend¬ 
ment  will  be  amended  accordingly. 

The  amendment  was/bgreed  to. 

The  next  amendment  wasron  page  3. 
line  12,  after  the  vvord  “for”,  to  strike 
out  “eighty  beds”  and  insert  “eight  per 
centum  of  the  beds  required  to  be  made 
available.”  f 

The  amendment  was  agreed  to. 

The  next  ifmendment  was,  on  page  3, 
line  20,  after  the  word  “contract”,  to 
insert:  / 

Provid'd  further,  That  the  authority  of  the 
Commissioner  of  Indian  Affairs  to  make  such 
payments  shall  expire  on  June  30,  1954 :  Pro¬ 
vided  further ,  That  on  or  before  December 
3LF  1953,  the  Secretary  of  the  Interior  is 
jmthorized  and  directed  to  report  to  the  Con- 
•  gress  his  recommendations  with  respect  to 
the  amounts  (together  with  the  formula  used 
in  arriving  at  such  amounts)  to  be  paid  for 
such  purposes  after  June  30,  1954:  And  pro¬ 
vided  further,  That  the  Commissioner  of  In¬ 
dian  Affairs  may  for  temporary  periods  waive 
the  requirements  that  one  hundred  beds  al¬ 
ways  be  available  for  Indians,  if  for  any 
temporary  period  such  a  number  is  not 
needed  or  required,  and  if  in  return  the 
operator  agrees  that  the  minimum  charge 
should  be  proportionately  reduced. 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER.  That 
completes  the  committee  amendments. 

Mr.  PEPPER.  Mr.  President,  I  have 
no  objection  to  the  passage  of  this  bill, 
but  I  do  wish  to  call  the  attention  of  the 
able  Senator  from  New  Mexico  to  page  2 
of  the  bill,  lines  23  and  24,  reading  as 
follows.  I  begin  with  the  beginning  of 
the  proviso,  a  few  lines  before  that: 

Provided,  That  such  hospital  shall  be  con¬ 
structed,  operated,  and  maintained  by  the 
County  of  Bernalillo,  State  of  New  Mexico, 
or  its  successor  operator,  in  accordance  with 
standards  acceptable  to  the  American  Hospi¬ 
tal  Association  and  the  American  Medical 
Association. 

I  do  not  know  of  any  other  bills  which 
iy  down  such  standards.  I  was  won- 
dfeng  if  the  Senator  would  object  to  in- 
serrtoig,  in  lieu  of  those  two  lines,  the 
language  “in  accordance  with  standards 
prescribed  for  such  hospitals  by  the  State 
of  New  njexico.” 

Mr.  ANDERSON.  I  would  not  object 
to  that  language,  I  will  say  to  the  dis¬ 
tinguished  Saaator.  I  was  only  trying  to 
live  up  to  standards  which  are  common 
over  the  UniteaSgtates  for  Government 
hospitals. 

Mr.  PEPPER.  The  reason  I  make  that 
suggestion  is  that  tne  language  of  the 
Hill-Burton  Act  with  Inspect  to  Federal 
hospitals  is: 

Provide  minimum  standard^,  to  be  fixed  in 
the  discretion  of  the  State. 

The  States  are  the  ones  wliW  lay  down 
the  standards.  I  would  be  willmg  to  say 
“shall  apply  the  standards  whiclrare  ap¬ 
plied  by  the  State  of  New  Mexico  tckpther 
hospitals  which  receive  Federal  aic 

Mr.  ANDERSON.  I  regret  to  say\fo 
the  distinguished  Senator  from  Florid) 
that  I  was  not  aware  of  the  language  in^ 
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a75  cents  minimum  wage  is  required,  but 
l\annot  approve  of  this  new  authority 
for^he  Wage  and  Hour  Administrator 
and  ms  aides. 

Mr.VjESINSKI.  Mr.  Speaker,  the 
conference  agreement  makes  changes  in 
a  number'of  provisions  of  the  act  relat¬ 
ing  to  cov^age  and  exemptions.  The 
effect  of  the^  provisions  is  as  follows: 

DEFINITipN  OP  “PRODUCED” 

The  changes  iff  section  3  (j)  defining 
the  term  “produce^”  do  not  affect  the 
coverage  of  employees  engaged  in  com¬ 
merce  or  in  the  actual  production  of 
goods  for  commerce,  but  they  do  draw  a 
more  precise  line,  in  the  field  of  those 
activities  which  are  related  in  varying 
degrees  to  the  production  of  goods  for 
commerce,  between  activities^which  are 
covered  and  those  which  are  noKpovered. 
It  is  clear,  for  example,  that,  under  the 
new  definition,  coverage  of  the  act  in 
this  field  does  not  extend  any  farther 
than  the  courts  have  interpreted  it  Ho 
extend  under  the  language  of  the  present 
definition.  The  amended  section  gives 


overtime  exemption  for  employees  en¬ 
gaged  in  this  work  is  continued.  The 
statement  of  the  managers  on  the  part 
of  the  House  explains  the  effect  of  this 
change. 

Second.  The  minimum-wage  exemp¬ 
tion  which  has  been  applicable  to  em¬ 
ployees  of  carriers  by  air  subject  to  the 
provisions  of  title  II  of  the  Railway  Labor 
Act  is  eliminated  but  the  overtime 
exemption  for  these  employees  is  con¬ 
tinued. 

The  conference  report  contains  more 
precise  clarifying  language  defining  the 
scope  of  the  present  retail  and  service  es¬ 
tablishment  exemption — section  13  (a) 

(2)  of  the  act.  This  exemption  is  con¬ 
tained  in  three  clauses  numbered  (2), 

(3)  ,  and  (4)  in  the  conference  agreement. 
Both  the  House  bill  and  the  Senate 
amendment  provided  for  these  three 
clauses.  The  language  of  the  clauses  as 
they  are  contained  in  the  conference 
agreement  is  substantially  the  same  as 
the  language  of  the  Senate  amendment. 

The  effect  of  the  amendments  to  sec- 


aeumuon.  me  airieiiueu  stxuuu  gives  .  ., _ _  ,  .  ...  „  ....  .  .  . 

the  courts  a  more  specific  guide  as  to  *10n  13  2  Ppovl(led  for  in  the  con- 


the  intention  of  Congress;  it  does  not, 
however,  radically  revise  the  coverage 
of  the  act  as  it  has  been  interpreted  by 
the  courts  in  the  past. 

Employes  engaged  in  activities  which 
are  several  degrees  or  stages  removed 
from  the  production  of  goods  for  com¬ 
merce  cannot  be  said  to  be  engaged  in  a 
process  or  occupation  closely  related 
thereto.  For  example,  employees  of  a 
dealer  who  sells  sawmill  equipment  to 
a  producer  of  mine  props,  which  are  sold 
to  a  mine  within  the  same  State  pro¬ 
ducing  coal  for  commerce,  would  not  be 
sufficiently  closely  related  to  the  produc¬ 
tion  of  the  coal  to  come  within  the  cov¬ 
erage  of  the  act. 

On  the  other  hand,  the  employees  of 
the  mine  prop  producer,  in  such  a  situa¬ 
tion,  would  be  covered  under  the  confer¬ 
ence  agreement,  as  would  employees  en¬ 
gaged  in  numerous  other  activities  which 
are  directly  essential  to  production, 
whether  they  are  employed  directly  by 
the  producer  or  by  a  second  employer. 
For  example,  employees  engaged  in  such 
activities  as  the  following  for  a  producer 
for  commerce,  even  though  not  employee 
by  him,  would  still  be  entitled  to  t\ 
benefits  of  the  act  under  the  revised  r 
nition  unless  specifically  exempted  by 
some  other  provision:  Office  workefs  en¬ 
gaged  in  keeping  books,  filing,  handling 
correspondence,  advertising,  promoting 
sales,  and  so  forth;  repair,  rqaintenance, 
and  custodial  workers  caringrior  or  work¬ 
ing  on  equipment,  buildings,  and  facili¬ 
ties  of  the  producer;  producing  or  fur¬ 
nishing  equipment,  machinery,  and  sup¬ 
plies  which  are  usedph  production;  pro¬ 
ducing  or  supplying?  power,  water,  fuel, 
and  similar  utilities  to  a  producer. 

EMPTIONS 

The  conferee  agreement  adopts  two 
provisions  pf  the  House  bill  which 
brought  wijljhin  the  coverage  of  the  act 
groups  ofgemployees  who  heretofore  have 
been  exempt  from  its  provisions. 

FirsjT  The  existing  minimum  wage 
exemption  applicable  to  the  canning  of 
fishf  shellfish,  and  other  acquatic  forms 
or  animal  or  vegetable  life  or  any  by¬ 
product  thereof  is  eliminated  but  the 


ierence  agreement  is  explained  in  the:7 
statement  of  the  Managers  on  the  Part 
of  the  House.  Several  of  the  statements 
which,  are  made,  however,  may  well  be 
amplified  and  clarified.  For  example,  the 
reference  to  Roland  Electrical  Co.  v. 
Walling  7^26  U.  S.  657) ,  shouldJnot  mis¬ 
lead  anyonfejnto  concluding  that  the  con¬ 
ferees  intended  to  reverse  or'nullify  that 
decision.  ThiSUs  clear  frohi  the  follow¬ 
ing  statement  i\  the  conference  report; 

The  amendment  Wso  clfces  not  exempt  an 
establishment  engaged  4h  the  sale  and  serv¬ 
icing  of  manufacturinjSmachinery  and  man¬ 
ufacturing  equipment  used  in  the  produc¬ 
tion  of  goods,  because  tha^ale  and  servicing 
of  such  equipment  have  rtever  been  recog¬ 
nized  as  retail  selling  or  servicing  in  the  in¬ 
dustry  which/  distributes  or  igervices  that 
type  of  equipment. 

The  same  is  true  of  Boutell  ^ Walling 
(327  Ujb.  463).  The  conference^agree- 
ment  rfoes  not  change  the  status,  ihfiofar 
as  tlj£  retail  or  service  exemption  is\pn- 
cerfted,  of  establishments  which  are 
rainarily  available  to  the  general  cor 
fuming  public. 

The  provisions  of  section  13  (a)  (4) 
do  not  make  retail  establishments  of 
manufacturing  establishments  merely 
because  such  establishments  have,  or 
create,  a  retail  outlet  in  the  same  build¬ 
ing.  The  section  does  not  permit  the 
tail  to  wag  the  dog,  and  the  nature  of 
the  establishment  is  still  controlling.  If 
it  is  not  a  retail  establishment  it  is  not 
exempt,  even  though  it  meets  all  the  other 
tests. 

The  conference  agreement  adds  to  sec¬ 
tion  14  (a)  (6) ,  the  exemption  contained 
in  the  present  act  for  employees  employed 
in  agriculture,  a  new  exemption  for  em¬ 
ployees  employed  in  connection  with  the 
operation  and  maintenance  of  ditches, 
canals,  reservoirs,  or  waterways  not 
owned  or  operated  for  profit,  or  operated 
on  a  share-crop  basis,  which  are  used  ex¬ 
clusively  for  supply  and  storing  of  water 
for  agricultural  purposes.  A  similar 
provision  was  included  in  the  House  bill. 

The  House  bill  extended  the  exemption 
for  weekly  and  semiweekly  newspapers, 
contained  in  section  13  (a)  (8)  of  the 
act,  by  extending  the  exemption  to  dailies, 


by  increasing  the  permitted  circulations 
of  any  exempt  newspaper  from  3,000  .to 
5,000,  and  by  permitting  the  major  part 
of  the  circulation  to  be  not  only  within 
the  county  where  printed  and  published, 
but  also  in  any  county  contiguous  there¬ 
to  whether  or  not  within  the  ssffne  State. 
The  conference  agreement  contains  the 
same  exemption  but  reduces  the  per¬ 
mitted  circulation  of  an -exempt  news¬ 
paper  from  5,000  to  4,000. 

The  conference  agreement  contains  a 
new  wage-and-hour  '  exemption,  which 
was  provided  for  in  the  House  bill,  for 
any  employee  of  an  employer  engaged 
in  the  business. of  operating  taxicabs. 

The  House  Mil,  as  well  as  the  Senate 
amendment,  provided  a  new  wage-and- 
hour  exeruption  for  any  employee  or 
proprietor  in  an  exempt  retail  or  service 
establishment  engaged  in  handling  tele¬ 
graph  messages  for  the  public  under  an 
agency  or  contract  arrangement  with  a 
telegraph  company  if  the  telegraph  mes¬ 
sage  revenue  does  not  exceed  $500  a 
month. 

The  House  bill  added  a  new  wage  and 
hour  exemption  for  employees  employed 
in  logging  and  saw  milling  where  the 
number  of  employees  employed  by  the 
employer  in  forestry  or  lumbering  opera¬ 
tions  did  not  exceed  12.  The  conference 
agreement  provides  a  minimum  wage  and 
overtime  exemption  for  employees  em¬ 
ployed  in  planting  or  tending  trees,  cruis¬ 
ing,  surveying,  or  felling  timber,  or  in 
preparing  or  transporting  logs  or  other 
forestry  products  to  the  mill,  processing 
plant,  railroad  or  other  transportation 
terminal.  Thus,  the  conference  agree¬ 
ment  excludes  from  the  exemption  saw 
mill  and  other  operations  in  connection 
with  processing  of  logs  or  other  forestry 
products.  To  be  exempt,  an  employee 
must  be  employed  by  an  employer  who 
has  not  more  than  12  employees  in  fores¬ 
try  or  logging  operations. 

The  conference  agreement  also  con¬ 
tains  additional  exemptions  which  were 
provided  for  in  the  Senate  amendment 
but  not  in  the  bill  passed  by  the  House. 
These  include: 

First.  An  overtime  exemption  for  in¬ 
dividuals  employed  as  outside  buyers  of 
pultry,  eggs,  cream  or  milk  in  their  raw 
oApatural  state. 

cond.  A  minimum  wage,  overtime, 
and  (Sfild-labor  exemption  for  newspaper 
boys  engaged  in  the  delivery  of  newspa¬ 
pers  to  ub,e  consumer. 

Third,  fc  addition,  the  conference 
agreement  enlarges  the  exemption  foi 
switchboard  Operators  to  make  it  appli¬ 
cable  in  the  casfeof  switchboard  operators 
employed  in  public  telephone  exchanges 
which  have  less  'ttian  750  stations,  as 
compared  with  500  stations,  as  under  the 
present  law. 

Finally,  the  conference  agreement 
modifies  the  child  labor  Agricultural  ex¬ 
emption  contained  in  the  present  law  by 
substituting  for  the  word&t.  “while  not 
legally  required  to  attend  sohool,”  the 
language  “outside  of  school  Hours  for 
the  school  district  where  such  employee 
is  living  while  he  is  so  employed,”  It 
also  broadened  the  exemption  with  re¬ 
spect  to  child  actors  by  extending  iHto 
performers  as  well  as  actors  and  to  radip 
and  television  productions,  as  well  as. 
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aotion  pictures  and  theatrical  prcduc- 

conference  agreement  omits  the 
minimum  wage  and  overtime  exemptions 
for  emWoyees  of  employers  engaged  in 
ginning,%toring,  or  compressing  of  cot¬ 
ton  or  in  Hhe  processing  of  cottonseed 
and  for  homeworkers  employed  in  sew¬ 
ing  baseballs  and  softballs,  both  of  which 
were  provided  in  the  Senate  amendment, 
and  the  exemption  for  rural  homework¬ 
ers  which  was  contained  in  the  House 
bill.  \ 

ADMINISTRATION 

With  respect  to  the  administration  of 
the  act,  the  conferenc^agreement  re¬ 
tains  the  present  law  irNthis  respect. 
Thus,  the  authority  of  the  Administrator 
of  the  Wage  and  Hour  Division  to  de¬ 
fine  “area  of  production”  for ‘purposes 
of  the  exemptions  contained  in  sections 
7  (c)  and  13  (a)  (1)  is  retained?.  Au¬ 
thority  with  respect  to  the  administra¬ 
tion  and  enforcement  of  the  child-lafepr 
provisions  remains  in  the  Secretary 
Labor  as  under  existing  law.  The  So¬ 
licitor  of  Labor  and  his  staff  will  continue 
to  have  the  responsibility  on  behalf  of 
the  Administrator  to  bring  actions  under 
section  17  of  the  act  and  the  new  actions 
for  recovery  of  unpaid  minimum  wages 
and  unpaid  overtime  compensation  pro¬ 
vided  for  under  the  new  section  16  (c). 

The  conference  report  authorizes  the 
Administrator  to  supervise  the  payment 
of  the  unpaid  minimum  wages  or  over¬ 
time  compensation  owing  to  any  em¬ 
ployee  or  employees  under  section  6  or  7 
of  the  act.  It  is  provided  that  the  agree¬ 
ment  by  any  employee  to  accept  such 
payment  shall,  upon  payment  in  full, 
constitute  a  waiver  of  any  right  he  may 
have  under  section  16  (b)  of  the  act. 
This  provision  was  included  both  in  the 
bill  as  passed  by  the  House  and  in  the 
amendment  passed  by  the  Senate.  It  is 
also  provided  in  the  conference  report, 
as  was  provided  in  the  Senate  amend¬ 
ment,  that  the  Administrator  may  at  the 
written  request  of  any  employee  bring 
an  action  to  recover  any  unpaid  mini¬ 
mum  wages  or  unpaid  overtime  compen¬ 
sation  owing  to,  such  employee  under 
section  6  or  section  7  of  the  act.  The, 
conference  agreement  contains  a  provi: 
that  the  Administrator  may  not  use  tjlis 
authority  to  test  novel  issues  of /law, 
since  he  may  not  use  his  authoritwntmder 
section  16  (c),  and  the  courts  ofay  not 
take  jurisdiction,  in  any  case  involving 
an  issue  of  law  where  there  h£&  not  been 
a  final  judgment  on  the  jRue  in  any 
court.  The  proviso  does  nit  prevent  the 
Administrator  from  bringing  suits,  or 
the  court  from  taking  jurisdiction, 
where  there  are  exiting  legal  prece¬ 
dents  under  the  Wage  and  Hour  Act  of 
1938,  except,  of  bourse,  to  the  extent 
that  these  preq^dents  are  changed  by 
the  amendments  made  in  the  conference 
agreement. 

Also,  theiTmission  of  specific  authori¬ 
zation  to/the  Administrator  to  join  the 
claims  o/  several  employees  in  one  cause 
of  action  does  not  prohibit  such  joinder. 
Where,  under  part  IV  of  the  Federal 
Rules  of  Civil  Procedure,  relating  to  par¬ 
ties,  a  single  action  by  the  Administrator 
fin  behalf  of  more  than  one  employee  is 
permitted,  such  an  action  is  proper.  The 


conferees  had  no  intention  of  burdening 
the  courts,  employers,  and  the  Admin¬ 
istrator  with  a  multiplicity  of  suits, 
when  one  action  would  accomplish  the 
purpose  with  proper  safeguards  for  the 
interessts  of  all  concerned.  Therefore, 
the  Rules  of  Civil  Procedure  control  this 
question  in  the  district  courts  of  the 
United  States,  as  do  the  rules  of  proce¬ 
dure  respectively  applicable  in  the  sev¬ 
eral  States  and  Territories. 

Mr.  Speaker,  I  move  the  previous 
question  on  the  conference  report. 

The  previous  question  was  ordered. 

Mr.  MONRONEY.  Mr.  Speaker,  I  of, 
fer  a  motion  to  recommit. 

The  SPEAKER.  Is  the  gentleman  op¬ 
posed  to  the  conference  report? 

Mr.  MONRONEY.  I  am,  Mr.  Speaker, 
in  its  present  form. 

The  SPEAKER.  The  Clerk  will  report 
the  motion  to  recommit. 

The  Clerk  read  as  follows: 

Mr.  Monroney  moves  to  recommit  the  con¬ 
ference  report  to  the  conference  committee 
with  instructions  to  the  managers  on  the 
tpart  of  the  House  to  further  insist  upon  the 
?°us6  provisions  for  the  exemption  of  e: 

pyees  of  newspapers  of  circulation  of  5 
or\inder. 

tBREHM.  Mr.  Speaker,  a  pdrlia- 
mentalsy  inquiry. 

The  SPEAKER.  The  gentl§|ftan  will 
state  it. 

Mr.  BR^HM.  If  I  understood  the 
gentleman  from  Oklahomarcorrectly,  he 

said  he  was  deposed  tcpChe  bill  in  its 
present  form.  TC  I  understand  the  rules 
correctly,  that  is  T^cojtfect.  He  is  either 
opposed  to  it  or  hey?s  for  it.  I  wonder 
if  the  gentleman  lyfl^state  his  position? 

The  SPEAKER:  If\he  gentleman  is 
opposed  to  the  bill  in  it^toresent  form  he 
would  be  opposed  to  it\  However,  if 
some  other  Member  had  asScd  to  qualify 
to  submit/'a  motion  to  recommit,  and 
said  he  was  absolutely  opposed  to  the 
bill,  unequivocally,  as  a  gentleman  said 
the  either  day,  then  of  courl^  the 
Speaker  would  recognize  him. 

re  question  is  on  the  motion  to^ 
Smmit. 

The  motion  to  recommit  was  rejected; 
The  SPEAKER.  The  question  is  on 
the  conference  report. 

The  question  was  taken;  and  on  a 
division  (demanded  by  Mr.  Nicholson) 
there  were — ayes  131,  noes  19. 

So  the  conference  report  was  agreed 
to. 

A  motion  to  reconsider  was  laid  on 

i— 

AMENDMENT  OP  FEDERAL  FARM  LOAN 
ACT 

Mr.  POAGE.  Mr.  Speaker,  I  ask 
unanimous  consent  to  take  from  the 
Speaker’s  table  the  bill  (H.  R.  3699)  to 
amend  the  Federal  Farm  Loan  Act,  as 
amended,  to  authorize  loans  through 
national  farm-loan  associations  in 
Puerto  Rico;  to  modify  the  limitations 
on  Federal  land-bank  loans  to  any  one 
borrower;  to  repeal  provisions  for  sub¬ 
scriptions  to  paid-in  surplus  of  Federal 
land  banks  and  cover  the  entire  amount 
appropriated  therefor  into  the  surplus 
fund  of  the  Treasury;  to  effect  certain 
economies  in  reporting  and  recording 
payments  on  mortgages  deposited  with 
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the  registrars  as  bond  collateral,  and 
canceling  the  mortgage  and  satisfying 
and  discharging  the  lien  of  record;  and 
for  other  purposes,”  with  a  Senate 
amendment  thereto,  disagree  to  the 
Senate  amendment,  and  ask  for  a  con¬ 
ference  with  the  Senate. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Texas?  [After  a  pause.]  The  Chair 
hears  none,  and  appoints  the  following 
conferees:  Messrs.  Cooley,  Pace,  Poage, 
Hope,  and  August  H.  Andresen. 


Mr.  POTTER  (at  the  request  of  Mr. 
Martin  of  Massachusetts)  was  given  per¬ 
mission  t<*^  extend  his  remarks  in  the 
Record. 

PROVIDING  FOR  RURAL  TELEPHONES 

M^f  POAGE.  Mr.  Speaker,  I  call  up 
tharconference  report  on  the  bill  (H.  R. 
2$>0 )  to  amend  the  Rural  Electrification 
ct  to  provide  for  rural  telephones,  and 
for  other  purposes,  and  ask  unanimous 
consent  that  the  statement  of  the  man¬ 
agers  on  the  part  of  the  House  be  read 
in  lieu  of  the  report. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Texas? 

There  was  no  objection. 

The  Clerk  read  the  statement. 

(For  conference  report  and  statement, 
see  proceedings  of  the  House  of  October 
17,  1949,  p.  15009.) 

Mr.  POAGE.  Mr.  Speaker,  I  yield 
myself  5  minutes. 

Mr.  Speaker,  the  conference  report  on 
the  rural  telephone  bill  involves  several 
rather  minor  changes  in  the  bill  from 
the  form  in  which  it  passed  the  House. 
The  other  body  made  some  changes 
which  the  conferees  on  the  part  of  the 
House  felt  could  not  be  accepted.  But 
we  do  feel  that  after  discussion  we  have 
been  able  to  come  back  to  the  House 
with  a  rather  fair  agreement  relative  to 
the  items  in  disagreement.  You  will 
note  from  the  report  that  the  House 
receded  from  a  number  of  amendments, 
ost  of  these  involve  rather  minor  items, 
e  first  one  is  to  strike  out  the  word 
nancing.”  The  bill  as  the  House 
passed  it  provided  that  money  might  be 
loanelStfor  refinancing  of  telephone  ex¬ 
changes*.  The  conference  report  pro¬ 
vides  that  up  to  40  percent  of  the  loan 
can  be  spaat  for  refinancing,  but  not  in 
cess  of  that  amount.  That  enables  the 
small  telephone  company  which  does  not 
have  the  facilifies  to  carry  on  a  reason¬ 
ably  good  systerr¥$o  extend  its  lines  and 
at  the  same  time  \  improve  its  system. 
But  it  prohibits  tile  making  of  loans 
primarily  for  refinancing  the  system  and 
simply  to  enable  somebody  to  get  a  lower 
interest  rate.  It  docs,  however,  allow 
a  loan  which  involves  some  refinancing 
and  some  new  construction.  We  felt  that 
that  was  a  reasonable  change  in  the  bill. 

The  amendments  on  page  3,\amend- 
ments  2,  3,  4,  and  5,  simply  mahe  sec¬ 
tion  12  of  the  basic  Rural  Electrification 
Act  applicable  to  this  bill. 

Amendment  No.  6,  on  page  3,  is  nW 
language  placed  in  the  bill  by  the  Senate 
It  has  the  effect  of  striking  out  “public 
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lr.  WHERRY.  I  call  for  a  division  on 
th{^%ppeal  from  the  decision  of  the  Chair. 

Tm>  VICE  PRESIDENT.  The  question  • 
is,  Sh^Uthe  decision  of  the  Chair  stand, 
as  the  judgment  of  the  Senate?  A  divi-j 
sion  has  1$|en  called  for. 

On  a  divkjon  the  ruling  of  the  Chairs 
was  sustained 

The  VICE  PRESIDENT.  If  there  be: 
■no  further  anufcdment  to  be  offered, 
the  question  is  cSa,  the  engrossment  oi 
the  amendments  a^  the  third  reading* 
of  the  bill. 

The  amendments  v%e  ordered  to  b< 
engrossed  and  the  bill  t\be  read  a  thirc 
time. 

The  bill  (H.  R.  6427)  wasltead  the  thirc 
time,  and  passed. 

Mr.  McKELLAR.  I  move'Vhat  the 
Senate  insist  upon  its  amendments,  re-| 
quest  a  conference  with  the  Hous&ihere-j 
on,  and  that  the  Chair  appoint  th<^con-| 
ferees  on  the  part  of  the  Senate.  V 

The  motion  was  agreed  to;  and 
Vice  President  appointed  Mr.  McKellai 
Mr.  Hayden,  Mr.  Russell,  Mr.  Bridges,’ 
and  Mr.  Gurney  conferees  on  the  part 
of  the  Senate. 

The  VICE  PRESIDENT.  The  Sena¬ 
tor  from  Oregon  [Mr.  Morse]  still  has 
the  floor. 

Mr.  LUCAS.  Mr.  President,  will  the 
Senator  yield? 

Mr.  MORSE.  I  yield. 

Mr.  LUCAS.  I  ask  unanimous  consent 
that  the  Senator  from  Oregon  may  yield 
the  floor  for  the  presentation  of  confer¬ 
ence  reports,  with  the  understanding  that 
he  may  resume  the  floor  when  the  con¬ 
ference  reports  are  disposed  of. 

The  VICE  PRESIDENT.  Without  ob¬ 
jection,  it  is  so  ordered. 

Mr.  MORSE.  I  appreciate  that  re¬ 
quest  on  the  part  of  the  Senator  from  Il¬ 
linois. 

RURAL  TELEPHONES — CONFERENCE 
REPORT 

Mr.  HOLLAND.  Mr.  President,  I  sub¬ 
mit  a  conference  report  on  the  bill  (H. 
R.  2960)  to  amend  the  Rural  Electrifica¬ 
tion  Act  to  provide  for  rural  telephones, 
and  for  other  purposes,  and  I  ask  unani¬ 
mous  consent  for  its  present  considera¬ 
tion. 

The  VICE  PRESIDENT.  The  report; 
will  be  read  for  the  information  of  tl; 
Senate. 

The  report  was  read. 

(For  conference  report,  see  p.  15®09  of 
House  proceedings  for  October  Vj,  1949.) 

The  VICE  PRESIDENT.  IsJfnere  ob¬ 
jection  to  the  present  consijjreration  of 
the  conference  report? 

There  being  no  objection,  the  report 
-jjvas-canside^gd  &nd  agreed  to. 

AMENDMENT  OF  FEDERAL  FARM  LOAN 
ACT 

The  VICE  PRESIDENT  laid  before  the 
Senate  a  message  from  the  House  of  Rep¬ 
resentatives  announcing  its  disagree¬ 
ment  to  the  amendment  of  the  Senate  to 
the  bill  (H.  R.  3699)  to  amend  the  Fed¬ 
eral  Farm  Loan  Act,  as  amended,  to  au¬ 
thorize  loans  through  national  farm-loan 
associations  in  Puerto  Rico;  to  modify 
the  limitations  on  Federal  land-bank 
loans  to  any  one  borrower;  to  repeal  pro¬ 
visions  for  subscriptions  to  paid-in  sur¬ 
plus  of  Federal  land  banks  and  cover  the 


entire  amount  appropriated  therefor  into 
the  surplus  fund  of  the  Treasury;  to  ef¬ 
fect  certain  economies  in  reporting  and 
recording  payments  on  mortgages  de¬ 
posited  with  the  registrars  as  bond  col¬ 
lateral,  and  canceling  the  mortgage  and 
satisfying  and  discharging  the  lien  of 
record;  and  for  other  purposes,  and  re¬ 
questing  a  conference  with  the  Senate  on 
the  disagreeing  votes  of  the  two  Houses 
thereon. 

Mr.  HOLLAND.  I  move  that  the  Sen¬ 
ate  insist  upon  its  amendment,  agree  to 
the  request  of  the  House  for  a  confer¬ 
ence,  and  that  the  Chair  appoint  the 
conferees  on  the  part  of  the  Senate. 

The  motion  was  agreed  to,  and  the  Vice 
President  appointed  Mr.  Holland,  Mr. 
Ellender,  Mr.  Johnston  of  South  Caro¬ 
lina,  Mr.  Hickenlooper,  and  Mr.  Thye 
conferees  on  the  part  of  the  Senate. 


A  message  from  the  House  of  Repre¬ 
sentatives,  by  Mr.  Maurer,  one  of  its 
reading  clerks,  announced  that  the 
louse  had  passed,  without  amendment,  d 
following  bills  of  the  Senate: 

>1284.  An  act  to  amend  section  6  of  fcEe 
Fedefcil  Airport  Act;  and 

S.  2^90.  An  act  to  authorize  an  apapfipri- 
ation  fot  the  making  of  necessary  i approve¬ 
ments  inVie  cemetery  plots  at  the  Bjroe  Grass 
Ordnance  itepot,  Richmond,  Ky. 

The  message  also  announced  that  the 
House  had  agNeed  to  the  amendments  of 
the  Senate  to  e^ch  of  the/following  bills 
of  the  House: 

H.  R.  4586.  An  actMo Authorize  the  gov¬ 
ernment  of  the  VirgiiyTslands  or  any  mu¬ 
nicipality  thereof  to jjsaue  bonds  and  other 
obligations;  and 

H.  R.  5184.  An  aaf  to  pro^i  contracts  nego¬ 
tiated  with  the  9&le  Fourcnk  irrigation  dis¬ 
trict,  the  Deaveyf  .rrigation  dis^ct,  the  West- 
land  irrigation^ district,  the  Sta^eld  irriga¬ 
tion  districl^he  Vale  Oregon  irnfcation  dis¬ 
trict,  and  Jme  Prosser  irrigation  cPfetrict,  to 
authorizgr their  execution,  and  fdt  other 
purpose 

message  further  announced  Saat 
tha^House  had  severally  agreed  to  ui 
lendment  of  the  Senate  to  the  follow'* 
lg  bills  of  the  House: 

H.  R.  4686.  An  act  to  authorize  the  issu¬ 
ance  of  certain  public-improvement  bonds 
by  the  Territory  of  Hawaii; 

H.  R.  4966.  An  act  to  enable  the  Legisla¬ 
ture  of  the  Territory  of  Hawaii  to  authorize 
the  city  and  county  of  Honolulu,  a  municipal 
corporation,  to  issue  sewer  bonds; 

H.  R.  4967.  An  act  to  enable  the  Legisla¬ 
ture  of  the  Territory  of  Hawaii  to  authorize 
the  city  and  county  of  Honolulu,  a  municipal 
corporation,  to  issue  bonds  for  the  con¬ 
struction  of  certain  public-park  improve¬ 
ments  in  the  city  of  Honolulu; 

H.  R.  4968.  An  act  to  enable  the  Legislature 
of  the  Territory  of  Hawaii  to  authorize  the 
city  and  county  of  Honolulu,  a  municipal 
corporation,  to  issue  flood-control  bonds; 

H.  R.  5459.  An  act  to  enable  the  Legislature 
of  the  Territory  of  Hawaii  to  authorize  the 
city  and  county  of  Honolulu,  a  municipal 
corporation,  to  issue  bonds  for  the  purpose 
of  defraying  the  city  and  county’s  share  of 
the  cost  of  public  improvements  constructed 
pursuant  to  improvement  district  proceed¬ 
ings;  and 

H.  R.  5490.  An  act  to  enable  the  Legislature 
of  the  Territory  of  Hawaii  to  authorize  the 
county  of  Kauai,  Territory  of  Hawaii,  to  issue 
public -improvement  bonds. 


HOUSE  BILLS  REFERRED 

,  The  following  bills  were  severally  read 
twice  by  their  titles,  and  referred,  ag  in- 
fiicated : 

'  H.  R.  2386.  An  act  to  provide  foo^the  es- 
;ablishment  and  operation  of  a,trare  and 
precious  metals  experiment  station  at  Reno, 
lev.;  and 

H.  R.  2736.  An  act  to  confer>Sivil  and  crim¬ 
inal  jurisdiction  on  the  Stare  of  Wisconsin 
m  certain  cases  involving?  Indians;  to  the 
Committee  on  Interior  adG  Insular  Affairs. 

H.  R.  4285.  An  act  tar  amend  the  act  of 
July  31,  1946,  in  order  retroactively  to  ad¬ 
vance  in  grade,  timejh  grade,  and  compensa¬ 
tion  certain  employees  in  the  postal  field 
service  who  are  Veterans  of  World  War  II; 
to  the  Commitjfce  on  Post  Office  and  Civil 
Service. 

H.R.  6301.  An  act  to  provide  for  parity  in 
awards  of  disability  compensation;  to  the 
Committal  on  Finance. 

H.R.  5861.  An  act  for  the  relief  of  Charles 
G.  McCormack,  captain,  Medical  Corps, 
Units®  States  Navy;  to  the  Committee  on 
Arnged  Services. 

TERNATIONAL  WHEAT  AGREEMENT- 
CONFERENCE  REPORT 

Mr.  JOHNSTON  of  South  Carolina. 
Mr.  President,  I  submit  a  conference  re¬ 
port  on  the  bill  (H.  R.  6305)  to  give  ef¬ 
fect  to  the  International  Wheat  Agree¬ 
ment  signed  by  the  United  States  and 
other  countries  relating  to  the  stabiliza¬ 
tion  of  supplies  and  prices  in  the  inter¬ 
national  wheat  market,  and  I  ask  unani¬ 
mous  consent  for  its  present  considera¬ 
tion. 

The  VICE  PRESIDENT.  The  confer¬ 
ence  report  will  be  read  for  the  infor¬ 
mation  of  the  Senate. 

The  conference  report  was  read. 

(For  conference  report,  see  today’s 
House  proceedings  on  pp.  15138-15139.) 

The  VICE  PRESIDENT.  Is  there  ob¬ 
jection  to  the  present  consideration  of 
the  conference  report? 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  report. 

The  VICE  PRESIDENT.  The  question 
is  on  agre  ing  to  the  conference  report. 

Mr.  BRIDGES.  Mr.  President,  may 
we  have  an  explanation  of  the  report? 
On  what  points  did  the  conferees  agree? 

Mr.  JOHNSTON  of  South  Carolina. 
The  House  language  provided  for  a  pen- 
ty  of  three  times  the  value  of  the  cargo. 
Thi  Senate  amended  that  language  and 
maefethe  penalty  the  actual  value  of  the 
cargoV  The  conferees  agreed  that  the 
penalt^hould  be  twice  the  value  of  the 
cargo.  Also  the  conferees  inserted  the 
word  “wilBiul”  so  the  provision  was  that 
the  act  muskbe  a  willful  one.  That  was 
one  of  the  m^n  points  of  agreement. 

Mr.  BRIDGEIB.  There  were  no  other 
major  agreement? 

Mr.  JOHNSTOrk  of  South  Carolina. 
Two  or  three  ver^minor  agreements 
were  entered  into. 

The  VICE  PRESIDENT.  The  ques¬ 
tion  is  on  agreeing  to^he  conference 
report. 

The  report  was  agreed  tl 
AMENDMENT  OF  FAIR  LABOR  STANDARDS 
ACT — CONFERENCE  REPOfrT 

Mr.  PEPPER.  Mr.  President,  Submit 
a  conference  report  on  the  bill  (iL  R. 
5856)  to  provide  for  the  amendment  of 
the  Fair  Labor  Standards  Act  of  19a 
and  for  other  purposes,  and  I  ask  unaniX 
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mous  consent  for  its  present  considera¬ 
tion. 

The  VICE  PRESIDENT.  The  confer¬ 
ence  report  will  be  read  for  the  informa¬ 
tion  ofAhe  Senate. 

The  report  was  read. 

(For  conference  report,  see  pp.  14991- 
14294  of  Hobge  proceedings  for  October 
17.  1949.) 

The  VICE  PRESIDENT.  Is  there  ob¬ 
jection  to  the  present  consideration  of 
the  report? 

There  being  no  objection,  the  Senate 
proceeded  to  considenthe  report. 

The  VICE  PRESIDENT.  The  ques¬ 
tion  is  on  agreeing  to  tra.  report. 

Mr.  PEPPER.  Mr.  Prudent,  I  ask 
unanimous  consent  to  have^printed  in 
the  Record  at  this  point  as  a  jlart  of  my 
remarks  a  summary  in  detail  orfeie  pro¬ 
visions  of  the  bill  to  provide  ffe'  the 
amendment  of  the  Fair  Labor  Stan^&rds 
Act  of  1938,  as  amended,  agreed  tovin 
conference.  The  conference  agreemei 
adopts  the  approach  of  the  Senatl 
amendment,  amending  only  certain  sec¬ 
tions  of  the  act,  rather  than  of  the  House 
bill,  which  would  have  reenacted  the  en¬ 
tire  statute,  as  amended. 

The  VICE  PRESIDENT.  Without  ob¬ 
jection,  it  is  so  ordered. 

Mr.  PEPPER.  Mr.  President,  I  also 
call  attention  at  this  time  to  the  lan¬ 
guage  in  the  conference  report,  at  the 
bottom  of  page  16,  beginning  with  the 
last  new  paragraph  on  that  bill,  and 
concluding  with  the  words,  just  before 
the  heading  “Industry  Committees  for 
Puerto  Rico  and  the  Virgin  Islands”  on 
page  17,  as  follows: 

It  is  the  unanimous  opinion  of  the  com¬ 
mittee  of  conference  that  the  duties  of  the 
Solicitor  of  Labor  are  of  such  a  nature  that 
his  position  should  receive  the  highest  pos¬ 
sible  rate  of  compensation  under  the  new 
legislation  revising  the  Classification  Act 
(H.  R.  5931). 

Mr.  BRIDGES.  Mr.  President,  will 
the  Senator  yield? 

Mr.  PEPPER.  I  yield. 

Mr.  BRIDGES.  Was  an  amendment 
agreed  to  in  conference  which  would  ex¬ 
clude  labor  employed  in  woods  and  for-^ 
estry  operations,  including  pulpwood? 

Mi\  PEPPER.  Yes.  I  will  say  thatnf 
the  employer  has  less  than  12  employees 
then  those  employees  engaged  yrf  the 
cutting  of  the  timber  and  the  transpor¬ 
tation  of  the  logs  either  to  the /nill  or  to 
the  terminus  for  transportation,  are  ex¬ 
empt  from  both  the  minimum  wage  pro¬ 
vision  and  the  maximuiq/nours  provi¬ 
sion  of  the  bill.  Thay^vould  include 
pulp  operations  in  the/woods. 

Mr.  FERGUSON,  far.  President,  will 
the  Senator  yield? 

Mr.  PEPPER.  I  yield. 

Mr.  FERGUSON.  I  did  not  catch 
what  it  was  the  Senator  offered  for  the 
Record.  Befm'e  I  could  get  on  my  feet 
it  was  orde/ed  to  be  printed  in  the  Rec¬ 
ord. 

Mr.  B&PPER.  It  was  a  statement 
about  Jme  history  of  the  various  provi- 
sion.yof  the  law. 

ifa.  FERGUSON.  Is  it  intended  that 
that  should  become  such  a  part  of  the 
record  as  to  be  considered  by  a  court 
in  interpreting  the  language  of  the  law? 


Mr.  PEPPER.  The  House  managers 
inserted  some  language  in  the  report, 
and  this  was  put  in  to  reflect  the  general 
point  of  view  of  the  Senate  committee 
upon  the  historical  background  of  the 
legislation. 

Mr.  FERGUSON.  It  is  not  a  personal 
statement  from  the  Senator  from  Flor¬ 
ida? 

Mr.  PEPPER.  It  is  a  statement  of 
the  Senator  from  Florida,  but  conform¬ 
able  to  the  views  of  the  Senate  confer¬ 
ees,  and  prepared  by  the  staff  of  the 
Senate  committee. 

Mr.  FERGUSON.  Should  it  not  be 
laid  before  the  Senate  now? 

Mr.  PEPPER.  I  shall  be  very  glad  to 
do  so.  It  is  a  rather  lengthy  document. 
The  committee  felt  that  there  should  be 
some  sort  of  legislative  background  of 
the  various  provisions,  especially  because 
the  House  conferees  incorporated  their 
own  views  on  the  subject. 

Mr.  FERGUSON.  Have  all  the  Senate 
conferees  agreed  to  this  statement? 
tHave  they  agreed  that  it  should  be  in 
re  language  in  which  it  is?  It  might  bfa 
“d  by  the  court  as  a  means  of  inter¬ 
preting  a  section  of  the  law  which  mj^ht 
be  ambiguous. 

MrhPEPPER.  The  language  w-fts  pre¬ 
pared  ser  presentation,  reflecting  the 
views  of  She  Senate  conferees.-' and  those 
participative  on  behalf  of faie  Senate, 
by  Mr.  Shroker,  on  behalf  of  the  Sen¬ 
ator  from  Onto  [Mr.  T^ft],  and  Mr. 
Lazarus,  the  corWnittee^clerk,  and  others 
who  have  particqtate^f  all  along  in  the 
reflection  of  the  inters  of  the  members 
of  the  Senate  commmee  on  this  subject. 

Mr.  SALTONSTalX  Mr.  President, 
will  the  Senatmryield? 

Mr.  PEPPER.  I  yield 

Mr.  SALTONSTALL.  I  'Should  like  to 
ask  the  Senator  from  Floriak  what  the 
conference  report  does  conc^ping  the 
fishingTndustry? 

Mr.-’PEPPER.  In  respect  to  tflfefish- 
ingjhdustry,  the  language  of  the  Hguse 
biff  was  admittedly  ambiguous.  It 
fied  the  minimum-wage  provisions,  01 
/(lid  not  apply  the  overtime  provision: 
of  the  law  to  fishing.  Finally,  after  this 
matter  was  considered  for  quite  a  while 
in  conference,  what  the  conferees  agreed 
upon  was  to  apply  the  minimum-wage 
provisions  of  the  law  to  employees  en¬ 
gaged  in  the  canning  of  sea-food  prod¬ 
ucts  or  aquatic  life,  but  to  exempt  such 
employees  from  the  overtime  provisions 
of  the  law. 

Mr.  SALTONSTALL.  What  about  the 
processors  of  fish? 

Mr.  PEPPER.  The  processing  of  fish 
is  not  made  subject  to  coverage.  It  is 
only  the  canning  of  fish  to  which  the 
legislation  applies.  All  other  fishery  em¬ 
ployees  or  sea-food  processing  employees 
are  exempt,  as  the  present  law  exempts 
them.  We  extend  the  present  law  only 
with  respect  to  the  canning  of  sea-food 
products,  and  that  only  as  to  the  mini¬ 
mum-wage  provisions,  and  not  as  to  the 
overtime  provisions. 

Mr.  SALTONSTALL.  As  I  understood, 
the  House  language  included  the  proc¬ 
essing  of  fish,  but  the  Senate  version  did 
not. 

Mr.  PEPPER.  It  did  not. 


Mr.  SALTONSTALL.  So  the  conferee/ 
eliminated  it. 

Mr.  PEPPER.  That  is  correct. 

Mr.  WHERRY.  Mr.  President,  \affi  the 
Senator  yield? 

Mr.  PEPPER.  I  yield. 

Mr.  WHERRY.  I  do  no^think  we 
should  rush  these  conference  reports 
through  unless  Senators  ljfftve  an  oppor¬ 
tunity  to  interrogate  Members  who  are 
presenting  them.  I  ajth  not  a  member 
of  the  Committee  on  Labor  and  Public 
Welfare,  but  I  think  I  have  a  general 
knowledge  of  whajf  the  Senate  did.  I 
have  been  a  meiglSer  of  committees  which 
have  written  reports  in  conferences.  We 
have  always  Jelt  that  a  conference  report 
had  considerable  bearing  on  the  interpre¬ 
tation  of, tithe  law.  The  Senator  from 
Michigan  raised  several  questions  which 
I  would  have  asked  relative  to  the  con¬ 
ference  report,  and  I  do  not  care  to  go 
over  that  ground.  However,  I  heard  the 
Senator  from  Florida  state  that  Mr. 
Shroyer,  I  believe,  represented  the  Senate 
conferees  in  the  conference  with  the 
managers  on  the  part  of  the  House,  and 
that  he  agreed  with  the  House  managers 
to  the  statement  which  the  Senator  from 
Florida  asked  unanimous  consent  to 
place  in  the  Record. 

Mr.  PEPPER.  I  find  now,  by  reference 
to  the  counsel  of  the  committee,  Mr. 
Lazarus,  that  I  was  unintentionally  in 
error  in  my  statement  that  Mr.  Shroyer 
had  participated  in  the  drafting  of  the 
report. 

Mr.  WHERRY.  In  order  to  shorten  it, 
let  me  say  that  I  do  not  doubt  the  Sen¬ 
ator’s  statement  at  all.  However,  in  the 
absence  of  the  Senator  from  Ohio  [Mr. 
Taft],  whom  the  Senator  from  Florida 
mentioned,  I  feel  that  we  should  have 
a  little  time  to  examine  the  statement 
which  the  Senator  had  printed  in  the 
Record.  I  do  not  want  to  ask  the  Senate 
to  listen  to  the  reading  of  it  if  it  is  a 
long  statement.  Would  the  Senator  ob¬ 
ject  to  reconsideration  of  the  action 
taken  by  the  Senate  in  ordering  the 
statement  to  be  printed  in  the  Record, 
so  as  to  permit  us  to  examine  the  state¬ 
ment,  resubmitting  it  at  a  later  date? 
am  speaking  now  only  of  the  statement 
lich  accompanied  the  report. 

PEPPER.  So  far  as  the  Senator 
fronf%Florida  is  concerned,  the  Senator 
from  Nebraska  is  at  liberty  to  examine 
the  staifenent  in  any  detail  he  wishes. 
To  state  matter  fully,  it  was  felt  by 
the  Senatevffaff  that  the  House  con¬ 
ferees,  in  writing  a  certain  section  of  the 
language  applicable  only  to  the  House 
conferees,  had  imt  given  the  background 
of  the  various  sefeions  in  the  way  the 
Senate  conferees  iflfelerstood  it.  It  was 
felt  that  the  point  of  \ew  which  has  gen¬ 
erally  prevailed  in  the  Senate  committee 
should  also  be  a  part  of  the  record,  rather 
than  that  we  should  #go  baSk  and  quarrel 
with  the  House  conferees.^Ve  did  not 
feel  like  intervening  in  thehwriting  of 
their  report.  Two  of  our  stafnmembers 
sat  in,  but  it  was  pretty  generally'mpder- 
stood  that  the  House  Members  wanted  to 
write  the  language  in  their  own  Nvay. 
Our  staff  felt  that  it  was  only  prqber 
that  the  record  should  contain  the  gen¬ 
eral  point  of  view  and  the  historical 
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AMENDING  THE  FEDERAL  FARM  LOAN  ACT,  AS  AMENDED,  TO 
AUTHORIZE  LOANS  THROUGH  NATIONAL  FARM-LOAN  ASSOCI¬ 
ATIONS  IN  PUERTO  RICO;  TO  MODIFY  THE  LIMITATIONS  ON 
FEDERAL  LAND-BANK  LOANS  TO  ANY  ONE  BORROWER;  TO 

(REPEAL  PROVISIONS  FOR  SUBSCRIPTIONS  TO  PAID-IN  SURPLUS 
OF  FEDERAL  LAND  BANKS  AND  COVER  THE  ENTIRE  AMOUNT 
APPROPRIATED  THEREFOR  INTO  THE  SURPLUS  FUND  OF  THE 
TREASURY;  TO  EFFECT  CERTAIN  ECONOMIES  IN  REPORTING 
AND  RECORDING  PAYMENTS  ON  MORTGAGES  DEPOSITED 
WITH  THE  REGISTRARS  AS  BOND  COLLATERAL,  AND  CANCELING 
THE  MORTGAGE  AND  SATISFYING  AND  DISCHARGING  THE  LIEN 
OF  RECORD 


October  19,  1949. — Ordered  to  be  printed 


!  Mr.  Cooley,  from  the  committee  of  conference,  submitted  the 

following 

CONFERENCE  REPORT 

[To  accompany  H.  R.  3699] 

The  committee  of  conference  on  the  disagreeing  votes  of  the  two 
!  Houses  on  the  amendment  of  the  Senate  to  the  bill  (PI.  R.  3699) 

I  to  amend  the  Federal  Farm  Loan  Act,  as  amended,  to  authorize 
loans  through  national  farm-loan  associations  in  Puerto  Rico;  to 
modify  the  limitations  on  Federal  land-bank  loans  to  any  one  borrower ; 
to  repeal  provisions  for  subscriptions  to  paid-in  surplus  of  Federal 
I  land  banks  and  cover  the  entire  amount  appropriated  therefor  into 
the  surplus  fund  of  the  Treasury;  to  elfect  certain  economies  in 
:  reporting  and  recording  payments  on  mortgages  deposited  with  the 
registrars  as  bond  collateral,  and  canceling  the  mortgage  and  satisfy¬ 
ing  and  discharging  the  lien  of  record ;  and  for  other  purposes,  having 
met,  after  full  and  free  conference,  have  agreed  to  recommend  and 
do  recommend  to  their  respective  Houses  as  follows: 

That  the  House  recede  from  its  disagreement  to  the  amendment  of 
the  Senate  and  agree  to  the  same  with  an  amendment,  as  follows: 
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AMENDING  THE  FEDERAL  FARM  LOAN  ACT 


Change  the  figure  "$75,000”  to  $ 100,000 ;  and  the  Senate  agree  to 
the  same. 

Harold  D.  Cooley, 

Stephen  Pace, 

W.  R.  POAGE, 

Clifford  R.  Hope, 

Aug.  H.  Andresen, 

Managers  on  the  Part  of  the  House. 
Allen  J.  Ellender, 

By  S.  L.  II., 

Spessard  L.  Holland, 

Olin  D.  Johnston, 

Edward  J.  Thye, 

B.  B.  Hickenlooper, 
Managers  on  the  Part  of  the  Senate. 


STATEMENT  OF  THE  MANAGERS  ON  THE  PART  OF  THE  HOUSE 


The  managers  on  the  part  of  the  House  at  the  conference  on  the 
disagreeing  votes  of  the  two  Houses  on  the  amendment  of  the  Senate 
to  the  bill  (JH.  R.  3699)  to  amend  the  Federal  Farm  Loan  Act,  as 
amended,  to  authorize  loans  through  national  farm-loan  associations 
in  Puerto  Rico;  to  modify  the  limitations  on  Federal  land-bank  loans 
to  any  one  borrower;  to  repeal  provisions  for  subscriptions  to  paid-in 
surplus  of  Federal  land  banks  and  cover  the  entire  amount  appro¬ 
priated  therefor  into  the  surplus  fund  of  the  Treasury;  to  effect 
certain  economies  in  reporting  and  recording  payments  on  mortgages 
deposited  with  the  registrars  as  bond  collateral,  and  canceling  the 
mortgage  and  satisfying  and  discharging  the  lien  of  record;  and  for 
other  purposes,  submit  the  following  statement  in  explanation  of  the 
effect  of  the  action  agreed  upon  and  recommended  in  the  accompany¬ 
ing  conference  report: 

As  the  bill  passed  the  House  there  was  no  limitation  on  the  amount 
of  a  Federal  land-bank  loan  which  could  be  made  to  any  one  borrower. 
The  Senate  amendment  placed  a  limitation  of  $75,000  on  such  loans. 
The  amendment  agreed  to  in  conference  increases  this  limitation  to 
$100,000.  This  has  the  effect  of  increasing  from  $50,000  to  $100,000 
the  limitation  now  in  the  act.  Retained  in  the  act  are  the  require¬ 
ments  that  any  loan  exceeding  $25,000  must  be  approved  by  the 
Land  Bank  Commissioner  and  that  preference  is  to  be  given  loans  of 
$10,000  and  under. 

Harold  D.  Cooley, 
Stephen  Pace, 

W.  R.  POAGE, 

Clifford  R.  Hope, 

Aug.  H.  Andresen, 
Managers  on  the  Part  oj  the  House. 
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sailed  I  emphasized  this  when  I  spoke 
several  times  August  3,  1949.  My 
idments  of  that  date  disclose  this  as 
my  meaning. 

ie  1949  cotton  quota  bill  is  being 
amended  today. 

The  amendment  was  offered  originally 
in  the  Senate  by  Senator  Anderson.  It 
is  on  page  14609 — in.  the  middle  of  the 
page — of  the  October  12,  1949,  Congres¬ 
sional  Record.  % 

Here  is  the  amendment.  It  was  not 
explained. 

Mr.  Anderson.  Mr.  President,  I  have  an 
amendment  which  is  on  the  desk,  and  which 
I  ask  to  have  stated. 

The  Vice  President.  The'  .Secretary  will 
state  the  amendment. 

The  amendment  was,  on  page  23,  after  line 
4,  to  Insert  the  following : 

“Sec.  — .  Section  344  (f)  (3)  of  the  Agri¬ 
cultural  Adjustment  Act  of  1938,  as  amend¬ 
ed  by  Public  Law  272,  Eighty-first  Congress, 
is  amended  (i)  by  striking  the  figure  . ‘10’ 
in  the  first  sentence  and  inserting  therefor 
the  figure  ‘15’,  and  (il)  by  striking  the 
figure  ‘30’  in  the  proviso  and  inserting  there¬ 
for  the  figure  ‘20’.” 

I  have  not  heard  it  explained  today; 
it  is  found  on  the  last  page  of  the  con¬ 
ference  report  we  have  before  us  today. 
The  report  is  not  numbered  but  accom¬ 
panies  H.  R.  5345. 

I  sought  an  explanation  and  include 
the  explanation  at  this  point. 

Department  of  Agriculture, 
Washington,  D.  C.,  October  17,  1949. 
Hon.  Lindley  Beckworth, 

House  of  Representatives. 

Dear  Mr.  Beckworth:  This  is  with  refer¬ 
ence  to  your  letter  of  October  13,  1949, 
relating  to  an  amendment  being  submitted 
pertaining  to  subsection  (f)  3  of  section  344 
of  Public  Law  272,  Eighty-first  Congress. 

This  amendment  proposed  to  increase  the 
reserve  which  county  committees  may  with¬ 
hold  for  specified  use  and  adjustments  from 
10  to  15  percent  and,  changing  the  per¬ 
centage  of  any  such  reserve  withheld,  for 
use  In  adjusting  allotments  otherwise  com¬ 
puted  between  5  and  15  acres  from  30  to  20 
percent. 

The  Department,  in  its  work  this  year  with 
the  Congress  pertaining  to  the  cotton-acre¬ 
age  allotment  and  marketing-quota  legisla¬ 
tion.  has  consistently  recommended  greater 
flexibility  in  the  allotment  procedures  by 
providing  adequate  reserves  for  the  State  an£ 
county  production  and  marketing  adminj 
tration  committees  to  use  in  making  sptffci- 
fied  adjustments  which  mathematicay^or- 
mulas  so  often  fail  to  recognize. 

This  amendment  does  provide  additional 
flexibility  to  the  county  committe^/by  mak¬ 
ing  it  possible  for  them  to  have  Aiore  acre¬ 
age  to  adjust  allotments  below  .»€  acres  and 
above  15  acres  and  does  not  after  the  acre¬ 
age  that  they  would  have  for  adjustments 
for  allotments  between  5  apa  15  acres.  Also, 
such  amendment,  by  increasing  the  reserve 
from  which  new  farm/allotments  may  be 
made,  would,  if  the  cqj&mittees  so  provided, 
make  more  acreage  .available  for  this  use. 
The  Department,  tidferefore,  feels  that  such 
an  amendment  i^uesirable. 

Sincerely  ^ours, 

K.  T.  Hutchinson, 

Acting  Secretary. 

I  am  glad  to  note  that  among  others  to 
benefit  under  the  terms  of  the  amend¬ 
ment  are  those  farmers  who  grow  5 
bales  or  less. 

M*ain  I  assert  for  peanut  quotas  to 
ejaraure,  for  cotton  quotas  to  endure,  they 
/foth  must  be  fair  to  the  family-size 


peanut  or  cotton  farmer.  In  this  direc¬ 
tion  we  must  move  forward.  All  types 
of  farmers  must  receive  their  fair  share 
of  the  agricultural  income. 

I  quote  a  letter  I  recently  received  from 
a  constituent  of  mine: 

Mineola,  Tex. 

Hon.  Mr.  Beckworth. 

Dear  Sir:  See,  I  am  a  renter  and  I  want  to 
know  how  how  much  cotton  I  will  be  allowed 
to  plant  next  year  before  I  start  farming  cot¬ 
ton.  I  am  enclosing  a  letter  from  the  Quit- 
man  AAA  office. 

Will  say  under  the  new  law  you  fellows 
have  made  instead  of  putting  more  fellows 
on  the  farm  you  all  are  fixing  laws  to  put 
them  off  the  farm.  Me  and  my  son  have  now 
about  $900  worth  of  peanuts  we  can’t  sell 
because  there  wasn’t  any  allotment  on  these 
farms,  and  there  are  thousands  of  farms  that 
don’t  have  allotments,  so  you  can  see  cotton 
will  be  on  the  same  order  the  farms  have 
been  laying  out  during  the  war  and  can’t  get 
allotments  in  Wood  County. 

So  let  me  know  how  much  cotton  I  will  be 
allowed.  If  I  am  cut  very  bad  I  will  be  forced 
off  the  farm.  I  am  60  years  old,  and  farming 
is  all  I  know  and  can  do,  but  when  you  fel¬ 
lows  make  laws  to  stop  me  and  others  from 
farming  it  is  too  bad.  So  let  me  hear  from/ 
Vou  at  once.  7 

%  could  write  a  book  of  how  the  farmers 
are ‘being  pressed  off  the  farm,  and  you/can 
see,  can/t  you?  / 

lours  respectfully, 

U.  S.  B^Lcher. 

Mr.  MURRAY  of  Wisconsin/  I  thank 
the  gentleman.  I  have  intr^Suced  a  bill 
to  meet  this  situation.  I  [provides  for  a 
5-bale  minimum  for  cottqp  and  500  bush¬ 
els  for  wheat. 

Mr.  COOLEY.  Mi/  Speaker,  I  yield 
such  time  as  he  mayKjesire  to  the  gentle¬ 
man  from  Texas  [Jar.  Mahon]. 

(Mr.  MAHON  q/ked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.)  /  \ 

Mr.  MARON.  Mr.  Speaker,  on  ac¬ 

count  of  time  limitations  there  is,  of 
course,  rtf  opportunity  for  Members  of 
the  Hou^e  who  are  not  members^of  the 
Comrrjfttee  on  Agriculture  to  adequately 
express  themselves  with  respect  tosihe 
lojig-range  farm  bill  now  before  ijje 

'use  of  Representatives.  As  I  under\ 
r#tand  the  matter,  the  situation  is  this.' 
We  either  have  to  approve  the  bill  before 
us  or  the  farmers  of  the  Nation  will  be 
saddled  with  the  so-called  Aiken  Farm 
Act.  That  act  provides  that  agriculture 
would  start  downward  through  a  60  to  90 
percent  sliding  scale  arrangement  to¬ 
ward  collapse  and  disaster  for  the  farm¬ 
er  and  eventually  for  the  country  at 
large.  The  Aiken  Act  cannot  be  toler¬ 
ated  or  defended.  There  is  no  doubt  but 
that  the  bill  before  us  is  better  than  the 
Aiken  law. 

Moreover  as  I  understand  it,  the  bill 
before  us  is  far  superior  to  the  so-called 
Anderson  bill,  and  the  committee  mem¬ 
bers  writing  the  present  bill  feel  the 
measure  presently  being  considered  is 
the  best  that  could  be  secured  at  this 
time. 

Mr.  Speaker,  this  year  and  last  year 
and  for  many  previous  years  I  have  at¬ 
tended  numerous  farm  meetings  and  I 
think  I  know  something  about  what  the 
agricultural  producers  desire  in  a  farm 
program. 

The  bill  before  us  does  not  meet  the 
minimum  requirements  of  what  we  need 


in  a  farm  program.  We  should  have  a 
guaranteed  support  of  not  less  than  90 
percent  of  parity  on  cotton,  wheat,  grain, 
sorghum,  and  other  major  crops.  This 
bill  does  not  meet  these  requirements. 
It  only  goes  part  way. 

Undoubtedly,  the  bill  before  us  will 
become  the  law.  It  is  either  this  meas¬ 
ure  or  a  less  satisfactorwTaw.  i  hope 
that  the  measure  can  be/fmproved  in  the 
future  and  made  more  adequate  and  I 
shall  work  with  the  friends  of  agricul¬ 
ture  in  that  directum. 

May  I  say  that/I  am  amazed  at  the 
action  of  some  m  the  Members  of  the 
House  from  industrial  areas  who  have 
today  expressed  emphatic  objection  to 
this  present/bill,  claiming  that  the  bill  is 
too  generdus  toward  agricultural  pro¬ 
ducers.  /on  the  contrary,  the  measure  is 
inadequate  and  does  not  give  producers 
the  consideration  they  deserve.  I  regret 
that' these  Members  do  not  seem  to  un¬ 
derstand  the  facts. 

HMr.  FULTON.  Mr.  Speaker,  will  the 
/gentleman  yield? 

Mr.  COOLEY.  I  yield  to  the  gentle¬ 
man  from  Pennsylvania. 

Mr.  FULTON.  I  would  like  to  know 
how  the  opposition  to  this  bill  can  break 
through  the  gag  rule  of  the  farm  bloc 
here  to  give  us  more  than  1  minute  of 
time.  There  have  been  59  minutes  for 
this  particular  legislation  and  but  1 
minute  against. 

Mr.  COOLEY.  I  decline  to  yield  fur¬ 
ther.  But,  I  would  like  to  observe  that 
this  its  not  supposed  to  be  controversial. 
It  is  supposed  to  be  an  explanation  of  a 
conference  report,  and  I  have  given  to 
the  conferees  the  time  which  was  placed 
at  my  disposal  so  that  they  might  advise 
the  House  concerning  the  contents  of  this 
report.  It  is  not  a  controversial  report, 
and  I  do  not  see  any  reason  why  the 
gentleman  should  insist  on  the  opposi¬ 
tion  being  heard. 

Mr.  Speaker,  I  yield  the  balance  of  my 
time  to  the  gentleman  from  Texas 
[Mr.  Poage], 

Mr.  POAGE.  Mr.  Speaker,  it  had  not 
been  my  intention  to  inject  myself  into 
this  discussion.  The  bill  has  been  clear- 
Jy  and  concisely  explained  by  my  distin- 
lished  colleague  from  Georgia  [Mr. 
PJl  v 

k.one  of  the  conferees  on  this  measure 
I  supported  the  compromise  which  is 
now  before  you.  I  felt  and  I  still  feel 
that  it  As  the  best  possible  compromise 
that  we  could  secure  at  the  hands  of  the 
representatives  of  the  other  body  some 
of  whom  seen!  to  feel  very  strongly  that 
we  should  do  as^  little  as  possible  in  the 
way  of  supporting  farm  prices.  I  had, 
therefore,  accepted  this  compromise  as 
better  than  the  Aik^n  bill  which  would 
have  gone  into  effec\had  we  not  been 
able  to  agree.  I  hacf\recognized  that 
this  proposal  gave  to  the  farmer  less  than 
his  fair  share  of  the  national  income, 
but  gave  him  more  than  he^would  have 
received  had  the  representatives  of  the 
House  remained  adamant.  I  had  not, 
therefore,  felt  any  enthusiasm  for  the 
measure.  However,  when  Member's  from 
metropolitan  areas  whose  constituents 
have  been  recipients  of  all  manner  of 
favors  at  the  hands  of  this  Congress,  be¬ 
gan  to  snipe  at  this  program  and  to, 
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criticize  it  because  it  would  assure  the 
producer  of  food  and  fiber  some  portion 
of  a  fair  price  for  his  products.  I  felt 
that  I  should  come  forward  and  apolo¬ 
gize  for  the  legislation.  I  offer,  how¬ 
ever,  no  apology  to  the  citizens  of  the 
large  cities  nor  to  their  Representatives. 
They  have\,  received  far  more  at  the 
hands  of  this  Congress  than  the  Con¬ 
gress  has  evei’^provided  for  the  farmer. 

They  have  within  the  last  few  months 
received  an  increase  in  the  minimum 
wage  which  almost,.  doubles  the  wage 
guarantee.  They  hlhje  received  an  in- 
crease  in  social-security, payments  which 
almost  doubles  the  payntaits  and  great¬ 
ly  increases  the  number\)f  recipients. 
In  fact,  this  Congress  has  expended  these 
benefits  to  almost  every  grou|\of  Amer¬ 
ican  citizens  save  and  except  the  farm¬ 
ers  of  our  land.  Those  of  ouK urban 
citizens  who  work  for  the  United  States 
Government  have  within  the  last  ~few 
days  received  substantial  salary  >>- 
creases,  in  fact,  every  group  of  Govern¬ 
ment  employees,  save  Congressmen,^ 
from  the  President  to  the  janitor  in  my 
home  post  office  have  received  salary 
raises  by  this  Congress.  Every  individual 
privately  employed  over  whose  income 
the  Government  has  been  able  to  exer¬ 
cise  any  degree  of  control,  has  likewise 
enjoyed  an  increase  in  his  wages  and  in 
most  cases  an  improvement  in  his  work¬ 
ing  conditions. 

The  farmer  still  works  by  the  sun  and 
not  by  the  law  and  when  he  reduces  his 
hours  to  those  of  the  average  city  worker 
we  will  no  longer  need  to  consider  the 
problem  of  so-called  agricultural  sur¬ 
plus — there  won’t  be  any.  No,  my 
friends,  I  can’t  find  myself  greatly  dis¬ 
turbed  over  the  sad  plight  of  the  urban 
consumer  who  is  complaining  about  pay¬ 
ing  90  cents  per  dozen  for  eggs  and 
charging  it  to  a  farm-support  program 
that  brought  the  farmer  from  30  to  35 
cents  for  those  same  eggs.  In  no  case 
does  the  farm-support  px-ogram  involve 
supports  in  excess  of  90  percent  of  a  fair 
price.  Does  any  Representative  of  a 
urban  district  seriously  contend  that  the 
consumers  of  this  Nation  should  be  given 
the  opportunity  to  buy  their  food  and  > 
fiber  at  less  than  a  fair  price?  Does  any/ 
one  object  to  the  farmer  receiving  a  faar 
price?  Neither  this  compromise  nor/my 
other  farm  legislation  that  hasyfoeen 
passed  during  my  13  years  in  Congress 
undertakes  to  assure  any  fanner  any¬ 
thing  more. 

The  truth  of  the  matter/s  that  the 
prices  my  urban  friends  cqfhplain  of  are 
not  the  result  of  the  prices  paid  the 
farmer.  They  are  the  result  of  the  high 
cost  of  transportation?’  distribution  and 
dealers’  profits.  As  a  matter  of  fact  the 
investigations  of  oi/  Committee  have  in¬ 
dicated  that  the  food  that  is  sold  in  the 
retail  stores  iiyManhattan  and  Brook¬ 
lyn  more  than- 'doubles  in  price  from  the 
time  it  leaves  the  Jersey  piers  on  the 
west  side  alt  the  Hudson  River.  That 
food  has  omne  from  all  parts  of  the  United 
States— ^20  percent  of  it  has  moved  clear 
aci'oss/he  continent  fi-om  California  and 
yet  ^nen  it  comes  to  rest  on  the  Jersey 
pirn's  with  all  the  freight,  all  the  insur¬ 
ance,  all  of  the  middle-man’s  profits  up 
Co  that  time,  all  of  the  labor,  all  of  the 


harvesting,  all  of  the  cost  of  making  the 
crop  and  whatever  profit  the  farmer  has, 
we  can  only  account  for  half  of  the  price 
that  will  be  asked  the  housewife  just 
across  the  river. 

Obviously  the  price  that  the  farmer  re¬ 
ceives  is  a  small  part  of  the  price  that  the 
housewife  pays.  I  would,  therefore,  sug¬ 
gest  that  oUr  friends  from  the  metropoli¬ 
tan  areas  might  do  well  to  do  some  house 
cleaning  at  home  before  they  criticize  the 
farmer  for  asking  for  75  to  90  percent  of 
a  fair  price  and  that,  my  friends,  is  all 
this  bill  gives  to  anyone.  I  don’t  think 
that  it  is  enough  for  the  farmer  and  in 
all  frankness  I  expect  to  come  back  at 
a  later  date  asking  for  a  better  deal  for 
the  farmers  of  America.  Nor  would  I  ask 
this  House  or  the  farmers  of  this  land  to 
take  this  bill  if  I  saw  any  possibility  of. 
securing  a  more  equitable  piece  of  legls- 
lation.  I,  therefore,  direct  my  apology, 
not  to  the  consumer,  but  to  the  man  who 
toils  form  sun  to  sun  producing  the  food 
and  fibre  needed  to  feed  and  clothe  our 
Nation.  To  him  I  would  say  that  I  sin¬ 
cerely  regret  that  the  conferees  on  the 
part  of  the  House  were  unable  to  sec 
the  guai-antee  of  at  least  90  percent  or  a 
fair  pi'ice  for  his  products  when  heAub 
mits  himself  to  production  controls.  I 
would  say  to  him  that  it  is  my  belief  that 
at  any  time  that  farmers  are  filling  to 
keep  their  production  of  a  .basic  crop) 
within  the  limits  fixed  by  the  allotment 
laws  they  should  in  turn  bjg  assured  of  a! 
pi-ice  of  at  least  90  pe/ent  of  parityj 
but  we  were  not  ‘faced  with  the  choice’ 
of  a  fair  and  equitabje'foill  as  against  this; 
bill.  We  were  faced  with  a  choice  be-, 
tween  this  compromise  and  the  Aiken- 
bill  which  would,  fxave  reduced  farm  in-' 
come  even  further.  We  were  faced  with! 
conferees  of  tjjb  other  body  some  of  whom 
in  effect  said'that  “if  we  give  the  farmer" 
a  fair  price  for  a  few  years  some  future 
Congress/ill  reduce  his  status  and  prob-i 
ably  bring  him  to  bankruptcy.”  There-; 
fore,  these  representatives  propose  to  save* 
the  ..farmer  from  future  distruction  <by| 
destroying  him  at  the  moment  with  either 
e  Aiken  or  the  Anderson  bill.  For  my; 
art,  I  am  going  to  get  for  my  farmers 
the  very  best  assurances  I  can  and  if  they* 
are  ever  destroyed  I  want  it  to  be  at  thef 
hands  of  those  who  frankly  admit  them¬ 
selves  to  be  the  farmer’s  enemies  and  nott 
at  the  hands  of  alleged  friends. 

You  cannot  maintain  a  prosperous  and 
a  sound  economy  over  the  Nation  with  a- 
bankrupt  agriculture.  The  industrial 
workers  of  this  Nation  must  know  that 
they  cannot  long  enjoy  full  or  profitable- 
employment  when  farmers  are  required' 
to  sell  and  produce  at  less  than  the  cost,, 
of  production.  The  whole  -Nation  can  be 
prosperous  together,  but  New  York  City! 
cannot  prosper  while  the  farmers  in  the! 
middlewest  or  the  south  are  in  distress! 
This  compromise  does  not  go  as  far  as  its 
should  in  behalf  of  the  farmer,  but  it  goes! 
just  as  far  as  it  was  possible  for  your’ 
conferees  to  go.  I,  therefore,  urge  the’ 
House  to  adopt  the  report. 

The  SPEAKER.  The  time  of  the.; 
gentleman  from  Texas  has  expired.  All 
time  has  expired. 

Without  objection,  the  previous  ques¬ 
tion  is  ordered. 

There  was  no  objection. 


The  SPEAKER.  The  question  is  oja 
the  conference  report.  / 

The  question  was  taken;  and  on /di¬ 
vision  (demanded  by  Mr.  Fulton  ythere 
were — ayes  175,  noes  34.  / 

Mr.  HERTER.  Mr.  Speaker/ 1  object 
to  the  vote  on  the  ground  thar a  quorum 
is  not  present  and  make  J/ne  point  of 
order  that  a  quorum  is  naC  present. 

The  SPEAKER.  The  Onair  will  count. 
[After  counting.]  Tyro  hundred  and 
thirty-three  Members  are  present,  a 
quorum.  / 

Mr.  FULTON.  JCr.  Speaker,  I  demand 
the  yeas  and  na/. 

The  yeas  an/ nays  were  refused. 

So  the  coriference  report  was  agreed 
to.  f 

A  motion  to  reconsider  was  laid  on 
Mie  tablet  . 

AMENDMENT  OP  FEDERAL  FARM  LOAN 
ACT 

Mr.  POAGE  submitted  the  following 
conference  report  and  statement  on  the 
bill  (H.  R.  3699)  to  amend  the  Federal 
Farm  Loan  Act,  as  amended,  to  author¬ 
ize  loans  through  national  farm-loan  as¬ 
sociations  in  Puerto  Rico;  to  modify  the 
limitations  on  Federal  land-bank  loans 
to  any  one  borrower;  to  repeal  provisions 
for  subscriptions  to  paid-in  surplus  of 
Federal  land  banks  and  cover  the  entire 
amount  appropriated  therefor  into  the 
surplus  fund  of  the  Treasury;  to  effect 
certain  economies  in  reporting  and  re¬ 
cording  payments  on  mortgages  de¬ 
posited  with  the  registrars  as  bond  col¬ 
lateral,  and  canceling  the  mortgage  and 
satisfying  and  discharging  the  lien  of 
record;  and  for  other  purposes: 

CONFERENCE  REPORT  (H.  REPT.  NO.  1460) 

The  committee  of  conference  on  the  dis¬ 
agreeing  votes  of  the  two  Houses  on  the 
amendment  of  the  Senate  to  the  bill  (H.  R. 
3699)  to  amend  the  Federal  Farm  Loan  Act, 
as  amended,  to  authorize  loans  through  na¬ 
tional  farm-loan  associations  in  Puerto  Rico; 
to  modify  the  limitations  on  Federal  land- 
bank  loans  to  any  one  borrower;  to  repeal 
provisions  for  subscriptions  to  paid-in  sur¬ 
plus  of  Federal  land  banks  and  cover  the 
entire  amount  appropriated  therefor  into  the 
surplus  fund  of  the  Treasury;  to  effect  cer¬ 
tain  economies  in  reporting  and  recording 
payments  on  mortgages  deposited  with  the 
registrars  as  bond  collateral,  and  canceling 
the  mortgage  and  satisfying  and  discharging 
the  lien  of  record;  and  for  other  purposes, 
having  met,  after  full  and  free  conference, 
have  agreed  to  recommend  and  do  recom¬ 
mend  to  their  respective  Houses  as  follows: 

That  the  House  recede  from  its  disagree¬ 
ment  to  the  amendment  of  the  Senate  and 
agree  to  the  same  with  an  amendment,  as 
follows : 

Change  the  figure  “$75,000”  to  “$100,000”; 
and  the  Senate  agree  to  the  same. 

Harold  D.  Cooley, 

Stephen  Pace, 

W.  R.  Poage, 

Clifford  R.  Hope, 

Aug.  H.  Andresen, 

Managers  on  the  Part  of  the  House. 
Allen  J.  Ellender,  • 

By  S.  L.  H. 

Spessard  L.  Holland, 

Olin  D.  Johnston, 

Edward  J.  Thye, 

B.  B.  Hickenlooper, 
Managers  on  the  Part  of  the  Senate. 

STATEMENT 

The  managers  on  the  part  of  the  House 
at  the  conference  on  the  disagreeing  votes 
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of  the  two  Houses  on  the  amendment  of  the 
Senate  to  the  bill  (H.  R.  3699)  to  amend 
the  Federal  Farm  Loan  Act,  as  amended,  to 
authorize  loans  through  national  farm-loan 
associations  in  Puerto  Rico;  to  modify  the 
limitations  on  Federal  land-bank  loans  to 
any  one  borrower;  to  repeal  provisions  for 
subscriptions  to  paid-in  surplus  of  Federal 
land  banks  and  cover  the  entire  amount 
appropriated  therefor  into  the  surplus  fund 
of  the  Treasury;  to  effect  certain  economies 
in  reporting  and  recording  payments  on 
mortgages  deposited  with  the  registrars  as 
bond  collateral,  and  canceling  the  mortgage 
and  satisfying  and  discharging  the  lien  of 
record;  and  for  other  purposes,  submit  the 
following  statement  in  explanation  of  the 
effect  of  the  action  agreed  upon  and  recom¬ 
mended  in  the  accompanying  conference  re¬ 
port: 

As  the  bill  passed  the  House  there  was 
no  limitation  on  the  amount  of  a  Federal 
land-bank  loan  which  could  be  made  to  any 
one  borrower.  The  Senate  amendment 
placed  a  limitation  of  $75,000  on  such  loans. 
The  amendment  agreed  to  in  conference  in¬ 
creases  this  limitation  to  $100,000.  This  has 
the  effect  of  increasing  from  $50,000  to  $100,- 
000  the  limitation  now  in  the  act.  Retained 
in  the  act  are  the  requirements  that  any 
loan  exceeding  $25,000  must  be  approved  by 
the  Land  Bank  Commissioner  and  that  pref¬ 
erence  is  to  be  given  loans  of  $10,000  and 
under. 

Harold  D.  Cooley, 
Stephen  Pace, 

W.  R.  POAGE, 

Clifford  R.  Hope, 

Aug.  H.  Andresen, 
Managers  on  the  Part  of  the  House. 

Mr.  POAGE.  Mr.  Speaker,  I  call  up 
the  conference  report  on  the  bill  H.  R. 
3699  and  ask  unanimous  consent  that 
the  statement  of  the  managers  on  the 
part  of  the  House  be  read  in  lieu  of  the 
report. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Tex¬ 
as? 

There  was  no  objection. 

The  Clerk  read  the  statement. 

Mr.  POAGE.  Mr.  Speaker,  I  move  the 
previous  question  on  the  conference  re¬ 
port. 

The  previous  question  was  ordered. 

The  conference  report  was  agreed  to. 

A  motion  to  reconsider  was  laid  on  the 
table. 

wwhhh'tbb'OW  'Ofonn<yr  of  ■Columbia--1 

Mrs.  NORTON.  Mr.  Speaker,  by  di¬ 
rection  of  the  Committee  on  House  Ad¬ 
ministration,  I  submit  a  privileged  reso¬ 
lution  (H.  Res.  396)  and  ask  for  its  im¬ 
mediate  consideration. 

The  Clerk  read  the  resolution,  as  fol¬ 
lows: 

Resolved,  That  the  expenses  of  conducting 
the  studies  and  investigations  authorized  by 
House  Resolution  34b,  Eighty-first  Congress, 
incurred  by  the  Cpfnmittee  on  the  District  of 
Columbia,  not  po  exceed  $10,000,  including 
expenditures  fpi  the  employment  of  experts, 
special  counsel,  and  clerical,  stenographic, 
and  other  s^feistants,  shall  be  paid  out  of  the 
contingent  fund  of  the  House  on  vouchers 
authorised  by  such  committee  and  signed  by 
the  chairman  of  the  committee  and  approved 
by  tlje  Committee  on  House  Administration. 

ie  resolution  was  agreed  to. 

A  motion  to  reconsider  was  laid  on  the 
Eable. 
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,0  mittee  ON  banking  and  CURRENCY  The  concurrent  resolution  was  agreed 
Mrs.  NORTON.  Mr.  Speaker,  by  di¬ 
rection  of  the  Committee  on  House  Ad- 
ninistration,  I  submit  a  privileged  reso- 
ution  (H.  Res.  332)  and  ask  for  its  im- 
nediate  consideration. 

The  Clerk  read  the  resolution,  as 
follows: 

:*  Resolved,  That  the  expenses  of  conducting 
the  studies  and  investigations  authorized  by 
R.  Res.  331,  Eighty-first  Congress,  incurred 
by  the  Committee  on  Banking  and  Currency, 
jfccting  by  a  whole  or  by  subcommittee,  not 
to  exceed  $60,000,  including  expenditures  for 
Employment,  travel,  and  subsistence  of  ac¬ 
countants,  experts,  investigators,  and  clerical, 
stenographic,  and  other  assistants,  shall  be 
^>aid  out  of  the  contingent  fund  of  the  House, 
pn  vouchers  authorized  by  such  committee 
or  subcommittee,  signed  by  the  chairman 
of  such  committee  or  subcommittee,  and  ap¬ 
proved  by  the  Committee  on  House  Adminis¬ 
tration. 

?  Sec.  2.  The  official  committee  reporters  may 
be  used  at  all  hearings  held  in  the  District 
Of  Columbia,  if  not  otherwise  officially  en¬ 
gaged. 

With  the  following  committee  amend 
lent : 

fjrike  out  “$60,000”  and  insert  “$25JJ00”. 


^committee  amendment  wasjrfgreed 
to.  ‘ 

The  resolution  was  agreed  to 
A  motion?  to  reconsider  j^lis  laid  on 
the  table. 


ICULTURE 

M|r  Speaker,  by  di- 
tee  on  House  Ad¬ 
it  a  privileged  reso- 
6)  and  ask  for  its 


COMMIT 

;  Mrs.  NORTOi 
Erection  of  the  Col 
yninistration,  I  sub] 

Button  (H.  Con. 
immediate  consiflerati? 
i  The  Clerk  jflsad  the  concurrent  reso¬ 
lution,  as  follows: 

i  Resolved Jay  the  House  of  Representatives 
‘{the  Senate  concurring) ,  That,  irlaccordance 
with  paragraph  3  of  section  2  of  the  Printing 
Act,  approved  March  1,  1907,  the  Committee 
on  Agriculture  of  the  House  of  Representa¬ 
tives'  be,  and  is  hereby,  authorized  ami  em¬ 
powered  to  have  printed  for  its  use  l.OOoyid- 
drtional  copies  each  of  the  hearings  held 
jfore  said  committee  during  the  Eighty-firS 
Congress  entitled  “General  Farm  Program," 
toart  3  and  part  5,  and  500  additional  copies 
leach  of  those  entitled  ‘Rural  Telephones”, 
{■Forestry”,  and  “1949  Fertilizer  Supplies”,  and 
Jboo  additional  copies  each  of  those  entitled 
“General  Farm  Program”,  part  1,  part  2,  part 
4,  and  part  6. 

The  concurrent  resolution  was  agreed 
to. 

A  motion  to  reconsider  was  laid  on  the 
table. 

JOINT  COMMITTEE  ON  ATOMIC  ENERGY 

Mrs.  NORTON.  Mr.  Speaker,  by  di¬ 
rection  of  the  Committee  on  House  Ad¬ 
ministration,  I  offer  a  privileged  resolu¬ 
tion  (H.  Con.  Res.  147)  and  ask  for  its 
immediate  consideration. 

The  Clerk  read  the  concurrent  resolu¬ 
tion,  as  follows: 

Resolved  by  the  House  of  Representatives 
( the  Senate  concurring),  That  the  Joint 
Committee  on  Atomic  Energy  be  authorized 
to  have  printed  for  its  use  50,000  copies  of 
Senate  Report  1169,  entitled  ‘‘Report  on  In¬ 
vestigation  into  the  United  States  Atomic 
Energy  Commission,”  and  which  was  intro¬ 
duced  in  the  Senate  on  October  13,  1949. 


to. 

A  motion  to  reconsider  was  laid  on  the 
table. 

LOUISE  KAELBER 

Mrs.  NORTON.  Mr.  Speaker,  by  di¬ 
rection  of  the  Committee  on  House  Ad¬ 
ministration,  I  submit  a  privileged  reso¬ 
lution  (H.  Res.  403)  and  ask  for  its  im¬ 
mediate  consideration. 

The  Clerk  read  th^' resolution,  as  fol¬ 
lows: 

Resolved,  That  there  shall  be  paid  out  of 
the  contingent  fund  of  the  House  to  Mrs. 
Louise  Kaelber,  Widow  of  George  E.  Kaelber, 
late  an  employee  of  the  House  of  Representa¬ 
tives  an  equal  amount  to  6  months’  salary 
at  the  rate,  he  was  receiving  at  the  time  of 
his  death  .And  an  additional  amount  not  to 
exceed  lji350  toward  defraying  the  funeral 
expenses  of  said  George  E.  Kaelber. 

Tjrfe  resolution  was  agreed  to. 

motion  to  reconsider  was  laid  on  the 
ale. 

EXCHANGE  OF  LANDS  SITUATED  IN  IOSCO 
COUNTY,  MICH. 

Mr.  COOLEY.  Mr.  Speaker,  I  ask 
unanimous  consent  to  take  from  the 
Speaker’s  table  the  bill  H.  R.  5601,  an 
act  to  authorize  the  exchange  of  certain 
lands  of  the  United  States  situated  in 
Iosco  County,  Mich.,  for  lands  within  the 
national  forests  of  Michigan,  and  for 
other  purposes,  with  a  Senate  amend¬ 
ment  thereto,  and  concur  in  the  Senate 
amendment. 

The  Clerk  read  the  title  of  the  bill. 

The  Clerk  read  the  Senate  amend¬ 
ment,  as  follows: 

Page  2,  line  6,  after  “amended”,  insert 

Provided,  That  if  the  mayor  or  other  ap¬ 
propriate  official  of  said  town  of  East  Tawas 
certifies  in  writing  to  the  Secretary  of  Agri¬ 
culture  that  any  such  lands  authorized  to 
be  exchanged  will  be  used  for  public  pur¬ 
poses,  the  value  of  the  lands  to  be  accepted 
in  exchange  therefor  by  the  Secretary  of 
Agriculture  shall  be  of  a  value  at  least  equal 
to  the  sum  of  (1)  the  value  of  such  lands 
used  for  nonpublic  purposes,  and  (2)  50 
percent  of  the  value  of  such  lands  used  for 
public  purposes:  Provided  further,  That  if, 
at  any  time  during  the  5-year  period  after 
^such  exchange,  such  lands  originally  used 
'■for  public  purposes  cease  to  be  so  used,  title 
thereto  shall  revert  to  the  United  States 
unless  said  town  of  East  Tawas  pays  or  trans- 
fersh,o  the  United  States  money,  lands,  or 
otheryaluable  consideration  equal  to  50  per¬ 
cent  of 'the  value  (computed  as  of  the  date 
of  such  ^change)  of  such  lands.” 

The  SPEAKER.  Is  there  objection  to 
the  requesr  of  the  gentleman  from 
North  Carolina  [Mr.  Cooley]  ? 

There  was  no  objection. 

The  Senate  amendment  was  agreed 
to. 

A  motion  to  reconsider  was  laid  on  the 
table. 

EXTENSION  OF  REMARKS 

Mr.  WOLVERTON  asked  and  was 
given  permission  to  extend  his  remarks 
in  the  Record  in  three  instances;  in  two 
of  which  to  include  addresses  by  the 
Governor  of  New  Jersey. 

RESEARCH  LABORATORY,  QUARTERMAS¬ 
TER  CORPS,  UNITED  STATES  ARMY 

Mr.  KILDAY.  Mr.  Speaker,  I  ask 
unanimous  consent  for  the  immediate 
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consideration  of  the  bill  (S.  2382)  to 
authorize  the  construction  of  a  research 
laboratory  for  the  Quartermaster  Corps, 
United  States  Army,  at  a  location  to  be 
selected  by  the  Secretary  of  Defense. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  requestVf  the  gentleman  from  Texas 
[Mr.  KildayS 

Mr.  AREN11&.  Reserving  the  right  to 
object,  Mr.  Speaker,  will  the  gentleman 
from  Texas  make^n  explanation.of  this 
bill? 

Mr.  KILDAY.  M\  Speaker,  I  yield 
to  the  gentleman  from  Massachusetts 
[Mr.  McCormack]  to  explain  this  bill. 

Mr.  McCORMACK.  Mr,  Speaker,  this 
bill  authorizes  the  construction  of  a  re¬ 
search  laboratory  for  the  Quartermaster 
Corps  of  the  Army.  There  is  rib  question 
but  that  one  is  very  vitally  need&d.  It  is 
an  important  element  in  our  national  de¬ 
fense. 

There  has  been  some  honest  disagree¬ 
ment  between  delegations  in  Congress 
to  prior  bills,  but  it  has  all  been  ironec 
out  in  this  bill,  because  the  bill  provides 
that  a  committee  of  experts — I  presume 
they  will  be  scientists — shall  be  ap¬ 
pointed  to  make  the  selection. 

Mr.  ARENDS.  Mr.  Speaker,  I  with¬ 
draw  my  reservation  of  objection. 

The  SPEAKER.  Is  there  objection  to 
the  present  consideration  of  the  bill? 

There  was  no  objection. 

The  Clerk  read  the  bill,  as  follows: 

Be  it  enacted,  etc.,  That  there  is  hereby 
authorized  to  be  appropriated  not  to  exceed 
$11,000,000  lor  the  acquisition  of  land  and 
for  the  construction  thereon  of  a  research 
laboratory  for  the  Quartermaster  Corps, 
United  States  Army,  at  a  location  to  be 
selected  by  the  Secretary  of  Defense,  and 
for  such  utilities  and  appurtenances  thereto 
as,  in  the  judgment  of  the  Secretary  of  the 
Army,  may  be  necessary  in  connection  there¬ 
with.  The  site  shall  be  chosen  on  the  basis 
of  recommendations  of  an  impartial  ad  hoc 
committee  of  experts  to  be  appointed  by 
the  Research  and  Development  Board. 

The  bill  was  ordered  to  be  read  a  third 
time,  was  read  the  third  time,  and  passed, 
and  a  motion  to  reconsider  was  laid  on 
the  table. 

ALASKA  COMMUNICATION  SYSTEM 

Mr.  KILDAY.  Mr.  Speaker,  I  ask 
unanimous  consent  for  the  immediate 
consideration  of  the  bill  (S.  1578)  to 
authorize  the  Secretary  of  the  4rmy  to 
proceed  with  construction  at  stations  of 
the  Alaska  Communication  S/stem. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Texas  [Mr.  Kilday]  ? 

Mr.  ARENDS. ,  Mr/ Speaker,  reserv¬ 
ing  the  right  to  object,  I  wish  the  gentle¬ 
man  from  Texas  would  make  an  explana¬ 
tion  of  this  bill. 

Mi-.  KILDAY/  Mr.  Speaker,  this  bill 
provides  for  ah  extension  of  the  com¬ 
munication  system  in  Alaska.  It  is  ac¬ 
tually  a  portion  of  a  bill  for  improve¬ 
ments  in /Alaska,  which  was  passed  by 
the  Hqttse  recently.  Because  of  the 
civil  nature  of  it,  the  military  supplies 
and  communications  for  the  civilian  pop¬ 
ulation  of  Alaska  comes  in  a  separate 
bill,  but  it  is  actually  a  part  of  the  bill 
heretofore  passed.  If  there  is  any  fur¬ 


ther  detailed  explanation  desired,  I  will 
be  glad  to  give  it. 

Mr.  ARENDS.  I  withdraw  my  reser¬ 
vation  of  objection,  Mr.  Speaker. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Texas? 

There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows: 

Be  it  enacted,  etc.,  That  the  Secretary  of 
the  Army  is  hereby  authorized  to  establish 
or  develop  installations  and  facilities  by  the 
construction,  installation,  or  equipment  of 
temporary  or  permanent  public  works,  in¬ 
cluding  buildings,  facilities,  appurtenances, 
and  utilities,  at  stations  of  the  Alaska  Com¬ 
munication  System  at  the  following  loca¬ 
tions  : 

Adak,  Aleutian  Islands:  Area  utilities  for 
use  jointly  with  the  Department  of  the  Air 
Force  and  the  Department  of  the  Navy, 
$175,000. 

Anchorage,  Alaska:  Family  quarters,  op¬ 
erational  buildings,  warehouse,  garage,  and 
utilities,  $800,900. 

Anchorage-Fairbanks,  Alaska:  Line  main¬ 
tenance  buildings  and  utilities  between  An¬ 
chorage  and  Fairbanks,  $175,000. 


Kodiak,  Alaska:  Operational  buildings  ai)d 
Utilities,  $12,580.  / 

Seattle,  Washington:  Family  quarters/ op¬ 
erational  buildings,  warehouse,  sub/arine 
cable  tanks,  garages,  and  utilities,  $436,500. 

Sec.  2.  There  is  hereby  authorized  to  be 
appropriated,  out  of  any  money  in  the 
Treasury  of  the  United  States  pot  otherwise 
appropriated,  such  sums  of  money  as  may 
be  necessary  toward  meeting, 'the  purposes  of 
this  act;  and  with  respect  po  projects  within 
and  without  continental  United  States,  the 
approximate  partial  cozt  for  each  project 
enumerated  and  authorized  in  section  1  of 
this  act  may,  in  the  discretion  of  the  Secre¬ 
tary  of  the  Army,  toe  varied  upward  10  per¬ 
cent,  but  the  total  cost  of  the  work  on  the 
projects  authorized  by  this  act  shall  not  ex¬ 
ceed  $7,663,212/  Any  such  appropriation  shall 
be  available  under  the  direction  of  the  Secre¬ 
tary  of  theAArmy  for  expenses  Incident  to 
construction,  including  administration,  over¬ 
head,  planning,  and  surveys,  and  shall  be 
available  until  expended :  Provided,  That  any 
work/undertaken  under  this  authorization 
maw'be  prosecuted  by  direct  appropriations, 
or/by  both  direct  appropriations  and  continu- 
fg  contracts  subject  to  the  availability  of 
Subsequent  appropriations :  Provided  further, 


Anchorage-Fairbanks!  Al.aia:  Operational,'  of  f.rnllr 


buildings,  garage,  warehouse,  and  utilities 
ree  locations  between  Anchorage  and  Fair¬ 
banks,  $545,550.  / 

Bethel,  Alaska:  Operational  building^'  and 
utilities,  $20,000.  / 

Big  Delta,  Alaska:  Family  quarter^,  opera¬ 
tional  buildings,  warehouse,  gar&ges,  and 
utilities,  $&54,579. 

Cathedrar-'Bluffs,  Alaska:  Family  quarters, 
operational  buildings,  warehouse,  garages, 
and  utilities,  $^50,684. 

Cape  Fansha-^,  Alaska:/ Family  quarters, 
operational  buildings,  and  utilities,  $175,000. 

Cold  Bay,  Alaska  /Fa/ily  quarters,  opera¬ 
tional  buildings,  g$tages,  and  utilities, 
$83,500.  /  \ 

Cordova,  Alaska,:'  Operational  buildings 
and  utilities,  $28,400. 

Eielson  Field,  Alaska:  Fairly  quarters,  op¬ 
erational  buildings,  garages\and  utilities, 
$307,255. 

Fairbanks,  Alaska:  Family  q darters,  oper¬ 
ational  buildings,  garages,  warehouses,  and 
utilities/11,407,220. 

Haines,  Alaska:  Family  quarters,  operation¬ 
al  buildings,  and  utilities,  $60,500. 

Juneau,  Alaska:  Family  quarters,  opera¬ 


tional  buildings,  warehouse, 
^Utilities,  $233,340. 


garages, 


this  authorization  shall  be  subject  to  the 
terms  and  conditions  set  forth  in  the  last  six 
provisos  of  section  3  of  the  act  of  June  12, 
1948  (Public  Law  626;  62  Stat.  379-380). 

Sec.  3.  To  accomplish  the  above-authorized 
construction  the  Secretary  of  the  Army  is  au¬ 
thorized  to  acquire  lands  and  rights  pertain¬ 
ing  thereto,  or  other  interest  therein,  in¬ 
cluding  the  temporary  use  thereof,  by  dona¬ 
tion,  purchase,  exchange  of  Government- 
owned  lands,  or  otherwise,  without  regard  to 
section  3648,  Revised  Statutes,  as  amended. 

The  bill  was  ordered  to  be  read  a  third 
time,  was  read  the  third  time,  and  pass¬ 
ed,  and  a  motion  to  reconsider  was  laid 
on  the  table. 

TO  AMEND  THE  INDEPENDENT  OFFICES 

APPROPRIATION  ACT  FOR  THE  FISCAL 

YEAR  1950 

Mr.  DURHAM.  Mr.  Speaker,  I  ask 
unanimous  consent  for  the  immediate 
consideration  of  the  bill  (S.  2668)  to 
amend  the  Independent  Offices  Appro¬ 
priation  Act  for  the  fiscaj  year  1950. 

The  Clerk  read  the  title  of  the  bill. 
The  SPEAKER.  Is  there  objection  to 


Kotze.bue'  A1/k/L  Operational  building'  the  request  of  the  gentleman  from  North 

Carolina  [Mr.  Durham]? 

'  Mr.  ARENDS.  Mi’.  Speaker,  reserving 
the-  right  to  object,  will  the  gentleman 
make  a  statement  with  reference  to  this 
bill?  \ 

Mr.  DURHAM.  I  will  be  glad  to.  This 
measure  is  brought  about  due  to  the  fact 
that  last  year  when  the  independent  of¬ 
fices  appropriation  bill  was  under  con¬ 
sideration  there  was  a  rider  placed  on 
the  bill  in  the  Senate  which  provided  at 
that  time  that  no  new  construction  proj¬ 
ect,  for  which  an  estimate  was  not  in¬ 
cluded  in  the  budget  lor  the  current  fis¬ 
cal  year,  could  be  allowed.  The  Atomic 
Energy  Commission  desires,  of  course,  at 
this  time  to  start  some  new  construction, 
which  was  not  included  in  the  present 
fiscal  year  budget.  This  proviso  also 
states  that  it  shall  not  apply  to  any  con¬ 
struction  except  technical  construction, 
construction  where  you  cannot  carry  out 
your  completed  plans.  It  in  no  way  ap¬ 
plies  to  any  construction  such  as  hous¬ 
ing  or  ordinary  construction  that  is  used 
in  the  atomic  energy  plants. 


and  utilities,  $30,000. 

Lena  Point,  Alaska:  Family  quarters,  opera¬ 
tional  buildings,  warehouse,  garage,  and 
Utilities,  $149,900. 

Mile  33,  Alaska:  Operational  building  and 
utilities,  $46,400. 

Mitchell  Point,  Alaska:  Family  quarters, 
operational  buildings,  and  utilities,  $175,000. 

Naknek.  Alaska:  Family  quarters,  opera¬ 
tional  buildings,  and  utilities,  $480,600. 

Narrow  Point,  Alaska:  Family  quarters,  op¬ 
erational  buildings,  and  utilities,  $175,000. 

Nome,  Alaska:  Family  quarters,  operational 
buildings,  and  utilities,  $289,000. 

Northway,  Alaska:  Family  quarters,  opera¬ 
tional  buildings,  warehouse,  garages,  and 
utilities,  $377,204. 

Petersburg,  Alaska:  Operational  buildings 
and  utilities,  $74,400. 

Point  Agassiz,  Alaska:  Family  quarters, 
operational  buildings,  and  utilities,  $175,000. 

Portage,  Alaska:  Operational  building  and 
utilities,  $100,000. 

Skagway,  Alaska:  Family  quarters,  ware¬ 
house,  garages,  and  utilities,  $91,900. 

Thane,  Alaska :  Family  quarters,  operation¬ 
al  buildings,  and  utilities,  $175,000. 

Ketchikan,  Alaska:  Rehabilitation  of  fam¬ 
ily  quarters,  operational  buildings,  and  utili¬ 
ties,  $157,800. 
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General  Assembly,  Including  three  of  the 
permanent  members  of  the  Security  Council. 
The  resolution  reaffirms  the  faith  of  the  Con¬ 
gress  in  the  United  Nations  and  requires  that 
the  proposed  agreement:  (1)  shall  be  based 
on  article  51  of  the  Charter  and  shall  not  in 
any  way  impair  the  right  of  self-defense;  (2) 
shall  provide  for  the  forces  each  signatory 
is  to  maintain  for  the  immediate  use  of  the 
United  Nations;  (3)  shall  specify  that  those 
signatories,  who  are  members  of  the  Secu¬ 
rity  Council,  will  take  steps  to  remove  from 
the  agenda  of  the  Security  Council  matters 
pertaining  to  a  threat  to  or  a  breach  of  the 
peace,  or  act  of  aggression  when  the  Secu¬ 
rity  Council  is  prevented  from  fulfilling  its 
duties;  and  (4)  shall  take  effect  when  rati¬ 
fied  by  a  majority  of  the  United  Nations 
including  three  permanent  members  of  the 
Security  Council. 

3.  Senate  Concurrent  Resolution  56,  in¬ 
troduced  by  Mr.  Tobey  for  himself  and  18 
other  Senators  on  July  26,  1949,  resolves 
that  it  is  the  sense  of  the  Congress  that 
the  United  States  should  support  and 
strengthen  the  United  Nations,  and  should 
seek  its  development  into  a  world  federa¬ 
tion  open  to  all  nations  with  limited  powers 
adequate  to  preserve  peace  through  the  en¬ 
actment  and  enforcement  of  world  law. 

4.  Senate  Concurrent  Resolution  57,  intro¬ 
duced  by  Mr.  Kefauver  for  himself  and  19 
other  Senators  on  July  26,  1949,  requests  the 
President  to  invite  the  democracies  which 
sponsored  the  North  Atlantic  Treaty  to  name 
delegates  to  meet  in  a  federal  convention  to 
explore  how  far  their  peoples,  and  the  peoples 
of  such  other  democracies  as  the  convention 
may  invite  to  send  delegates,  can  apply 
among  them,  within  the  framework  of  the 
United  Nations,  the  principles  of  free  federal 
union. 

5.  Senate  Resolution  133,  introduced  by 
Mr.  Sparkman  for  himself  and  10  other  Sena¬ 
tors  on  July  8,  1949,  proposes  to  implement 
the  North  Atlantic  Treaty  in  part  by  re¬ 
vising  the  United  Nations  Charter  so  as  to 
eliminate  the  veto  and  avert  an  armaments 
race.  The  resolution  further  provides  for 
the  creation  of  an  International  police  force 
under  the  Security  Council  and  the  World 
Court.  If  these  proposals  are  vetoed  by  a 
permanent  member  of  the  Security  Council, 
a  world  pact  for  mutual  defense  is  proposed 
within  the  United  Nations  open  to  all 
nations. 

The  resolution  would  also  implement  the 
North  Atlantic  Treaty  by  establishing  an 
international  contingent  recruited  from  the 
smaller  sovereign  states,  and  stationed  either 
in  western  Germany  or  in  the  smaller  states, 
which  would  act  as  auxiliary  to  the  national 
armed  forces  of  the  participating  member 
states.  It  would  be  equipped  by  the  mili¬ 
tary  assistance  program  contemplated  under 
article  3  of  the  North  Atlantic  Treaty  and 
would  be  organized  and  commanded  by  the 
special  defense  committee  to  be  established 
under  article  9.  The  committee  could  act 
only  on  the  affirmative  vote  of  six  of  the 
seven  member  states. 

6.  Senate  Resolution  134,  introduced  by 
Mr.  Flanders  and  Mr.  Taft  on  July  14,  1949, 
urges  the  President  to  extend  the  Monroe 
Doctrine  to  western  Europe  on  such  terms  as 
will  best  meet  the  present  emergency  and 
serve  as  a  continuing  support  for  the  ob¬ 
jectives  of  the  United  Nations. 

CORRECTION  OF  THE  RECORD 

Mr.  HICKENLOOPER.  Mr.  President, 
yesterday,  on  page  15212  of  the  Record, 
column  3,  in  connection  with  a  discussion 
of  the  bill  (H.  R.  4569),  which  is  a  bill 
authorizing  the  transfer  of  Fort  Des 
Moines  property  to  the  State  of  Iowa,  in 
remarks  I  made,  which  were  entirely 


impromptu,  in  the  middle  of  the  third 
column,  in  the  third  paragraph  of  my 
remarks,  near  the  bottom,  I  am  quoted  as 
saying,  “But  eventually  to  use  all  the 
land  for  National  Guard  purposes  and 
public  park  purposes.” 

Mr.  President,  it  is  very  probable  that 

I  said  “public  park  purposes.”  I  do  not 
recall  saying  it.  I  want  to  correct  the 
Record  by  saying  that  if  I  did  say  “publiG 
park  purposes”  it  was  by  inadvertence, 
because  I  do  not  know  of  any  intention  of 
the  State  of  Iowa  to  use  that  ground  for 
public  park  purposes.  It  expects  to  use 
it  for  the  National  Guard,  eventually,  and 
for  certain  other  public  purposes.  I 
should  like  to  correct  the  Record  by  hav¬ 
ing  the  word  “park”  taken  out  and  the 
word  “other”  inserted  before  the  word 
“public”,  so  that  it  will  read  “for  National 
Guard  purposes  and  other  public  pur¬ 
poses.” 

The  VICE  PRESIDENT.  The  correc¬ 
tion  will  be  made. 

STATEMENT  OF  THE  INVESTIGATIONS 

SUBCOMMITTEE  OF  THE  COMMITTEE 

ON  EXPENDITURES  IN  THE  EXECUTIVE 

DEPARTMENTS 

Mr.  HOEY.  Mr.  President,  I  ask 
unanimous  consent  to  insert  in  the  Ap¬ 
pendix  of  the  edition  of  the  Record  which 
is  to  be  printed  following  the  adjourn¬ 
ment,  a  statement  on  behalf  of  the  Sub¬ 
committee  on  Investigations  of  which  I 
am  chairman,  of  the  Committee  on  Ex¬ 
penditures  in  the  Executive  Departments. 

The  VICE  PRESIDENT.  Without  ob¬ 
jection,  it  is  so  ordered. 

HOSPITAL  FOR  TREATMENT  OF  INDIANS 
AT  ALBUQUERQUE,  N.  MEX. 

The  VICE  PRESIDENT  laid  before  the 
Senate  the  amendment  of  the  House  of 
Representatives  to  the  bill  (S.  2404)  au¬ 
thorizing  an  appropriation  for  the  con¬ 
struction,  extension,  and  improvement  of 
a  county  hospital  at  Albuquerque,  N. 
Mex.,  to  provide  facilities  for  the  treat¬ 
ment  of  Indians,  which  were  on  page  4,  to 
strike  out  lines  8  to  25,  inclusive,  and  on 
page  5,  strike  out  lines  1  to  13,  inclusive; 
on  page  5,  line  14,  strike  out  “Sec.  3”  and 
insert;  “Sec.  2”,  and  on  page  7,  line  21, 
strike  out  “Sec.  4”  and  insert  “Sec.  3.” 

Mr.  McFARLAND.  I  move  that  the 
Senate  concur  in  the  amendments  of  the 
House. 

The  motion  was  agreed  to. 

UNIFORM  LAW  CONCERNING  COMMON- 
TRUST  FUNDS 

The  VICE  PRESIDENT  laid  before  the 
Senate  the  amendment  of  the  House  of 
Representatives  to  the  bill  (S.  1580)  con¬ 
cerning  common-trust  funds  and  to  make 
uniform  the  law  with  reference  thereto 
which  was  to  strike  out  all  after  the 
enacting  clause  and  insert: 

Section  1.  Establishment  of  common-trust 
funds:  Any  bank  or  trust  company  qualified 
to  act  as  fiduciary  in  the  District  of  Colum¬ 
bia  may,  subject  to  such  rules  and  regulations 
as  may  be  promulgated  from  time  to  time 
by  the  Board  of  Governors  of  the  Federal  Re¬ 
serve  System  under  the  provisions  of  section 

II  (k)  of  the  Federal  Reserve  Act,  as  amend¬ 
ed  (12  U.  S.  C.  248  (k)),  pertaining  to  the 
collective  investment  of  trust  funds  by  na¬ 
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tional  banks,  establish  common-trust  funds 
for  the  purpose  of  furnishing  investments  to 
itself  as  fiduciary,  or  to  itself  and  others  as 
cofiduciaries;  and  may,  as  such  fiduciary  or 
cofiduciary,  invest  funds  which  it  lawfully 
holds  for  investment  in  interests  in  such 
common-trust  funds,  if  such  investment  is 
not  prohibited  by  the  instrument,  judgment, 
decree,  or  order  creating  such  fiduciary  rela¬ 
tionship,  and  if,  in  the  case  of  cofiduciaries, 
the  bank  or  trust  company  procures  the  writ¬ 
ten  consent  of  its  cofiduciaries  to  such  in¬ 
vestment. 

Sec.  2.  Taxability  of  common-trust  funds: 

(a)  A  common  trust  fund,  as  herein  defined, 
shall  not  be  subject  to  any  tax  imposed  by 
the  District  of  Columbia  Income  and  Fran¬ 
chise  Tax  Act  of  1947,  as  amended,  and  for 
the  purpose  of  said  act  shall  not  be  deemed 
to  be  a  corporation. 

(b)  The  net  income  of  a  common-trust 
fund  shall  be  computed  in  the  same  manner 
and  on  the  same  basis  as  in  the  case  of  an 
individual.  Each  participant  in  a  common- 
trust  fund  shall  include,  in  computing  its 
net  income  its  proportionate  share  of  the 
net  income  of  such  fund,  whether  or  not  dis¬ 
tributed  to  it,  and  the  amount  so  included  in 
the  net  income  of  a  participant  shall  be  tax¬ 
able  to  such  participant,  or  its  beneficiaries, 
in  the  manner  and  to  the  extent  provided  in 
title  IX  of  the  District  of  Columbia  Income 
and  Franchise  Tax  Act  of  1947,  as  amended, 
as  if  any  amount  not  distributed  to  the  par¬ 
ticipant  during  its  taxable  year  actually  had 
been  so  distributed. 

(c)  No  gain  or  loss  shall  be  realized  by  a 
common-trust  fund  upon  the  admission  or 
withdrawal  of  a  participant,  or  upon  the  ad¬ 
mission  or  withdrawal  of  any  interest  of  a 
participant.  The  withdrawal  of  any  partici¬ 
pating  interest  by  a  participant  shall  be 
treated  as  a  sale  or  exchange  of  such  interest 
by  such  participant. 

(d)  Every  bank  or  trust  company  main¬ 
taining  a  common-trust  fund  shall  make  a 
return  under  oath  for  the  taxable  year  of 
such  fund. 

(e)  If  the  taxable  year  of  a  common-trust 
fund  is  different  from  that  of  a  participant 
therein,  the  proportionate  share  of  the  net 
income  of  such  fund  to  be  included  in  com¬ 
puting  the  net  income  of  such  participant 
for  its  taxable  year  shall  be  based  upon  the 
net  income  of  such  fund  for  its  taxable  year 
ending  within  the  taxable  year  of  such  par¬ 
ticipant. 

Sec.  3.  Court  accountings:  Unless  ordered 
by  a  court  of  competent  jurisdiction  the  bank 
or  trust  company  operating  such  common- 
trust  funds  is  not  required  to  render  a  court 
accounting  with  regard  to  such  common- 
trust  funds;  but  it  may,  by  application  to  the 
United  States  District  Court  for  the  District 
of  Columbia,  secure  approval  of  such  account¬ 
ing  on  such  conditions  as  the  court  may 
establish. 

Sec.  4.  Uniformity  of  interpretation:  This 
act  shall  be  so  interpreted  and  construed  as 
to  effectuate  its  general  purpose  to  make 
uniform  the  law  of  the  District  of  Columbia 
with  the  law  of  those  States  which  enact  the 
Uniform  Common-Trust  Fund  Act. 

Sec.  5.  Short  title:  This  act  may  be  cited  as 
the  “Uniform  Common-Trust  Fund  Act.” 

Sec.  6.  Severability:  If  any  provision  of  this 
act  or  the  application  thereof  to  any  person 
or  circumstance  is  held  invalid,  such  invalid¬ 
ity  shall  not  affect  the  other  provisions  or 
applications  of  the  act  which  can  be  given 
effect  without  the  invalid  provision  or  appli¬ 
cation,  and  to  this  end  the  provisions  of  this 
act  are  declared  to  be  severable. 

Sec.  7.  Repeal:  All  acts  or  parts  of  acts 
which  are  Inconsistent  with  the  provisions 
of  this  act  are  hereby  repealed. 

Sec.  8.  Time  of  taking  effect:  This  act  shall 
take  effect  November  1,  1949,  and  shall  apply 
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to  fiduciary  relationships  then  in  existence 
oK  thereafter  established. 

M(\  JOHNSTON  of  South  Carolina. 
I  moVe  that  the  Senate  concur  in  the 
amendment  of  the  House. 

The  motion  was  agreed  to. 

MESSAGE  FROM  THE  HOUSE 

A  message\rom  the  House  of  Repre¬ 
sentatives,  byNvrr.  Maurer,  one  of  its 
reading  clerks,  \  announced  that  the 
House  had  agreeasjto  the  report  of  the 
committee  of  conference  on  the  disagree¬ 
ing  votes  of  the  two  Houses  on  the 
amendments  of  the  Senate  to  the  joinf 
resolution  (H.  J.  Res.  33\  providing  for 
the  ratification  by  CongrSss  of  a  con¬ 
tract  for  the  purchase  of  certain  Indian 
lands  by  the  United  StatesVfrom  the 
Three  Affiliated  Tribes  of  FWt  Ber- 
thold  Reservation,  N.  Dak.,  and  fd^  other 
related  purposes. 

The  message  also  announced  thaiVhe 
House  had  disagreed  to  the  amendments 
of  the  Senate  to  the  bill  (H.  R.  162) 
provide  basic  authority  for  the  perform¬ 
ance  of  certain  functions  and  activities 
of  the  Department  of  Commerce,  and  for 
other  purposes;  asked  a  conference  with 
the  Senate  on  the  disagreeing  votes  of 
the  two  Houses  thereon,  and  that  Mr. 
Priest,  Mr.  Sadowski,  and  Mr.  O’Hara 
were  appointed  managers  on  the  part  of 
the  House  at  the  conference. 
AMENDMENT  OF  FEDERAL  FARM  LOAN 
ACT— CONFERENCE  REPORT 

Mr.  HOLLAND.  Mr.  President,  I  sub¬ 
mit  a  conference  report  on  House  bill 
3699,  and  ask  unanimous  consent  for  its 
present  consideration. 

The  VICE  PRESIDENT.  The  report 
will  be  read  for  the  information  of  the 
Senate. 

The  report  was  read  as  follows: 

The  committee  of  conference  on  the  dis¬ 
agreeing  votes  of  the  two  Houses  on  the 
amendment  of  the  Senate  to  the  bill  (H.  R. 
3699)  to  amend  the  Federal  Farm  Loan  Act, 
as  amended,  to  authorize  loans  through  na¬ 
tional  farm-loan  associations  in  Puerto  Rico; 
to  modify  the  limitations  on  Federal  land- 
bank  loans  to  any  one  borrower;  to  repeal 
provisions  for  subscriptions  to  paid-in  sur¬ 
plus  of  Federal  land  banks  and  cover  the 
entire  amount  appropriated  therefor  into  the 
surplus  fund  of  the  Treasury;  to  effect  cer¬ 
tain  economies  in  reporting  and  recording 
payments  on  mortgages  deposited  with  the 
registrars  as  bond  collateral,  and  canceling 
the  mortgage  and  satisfying  and  discharging 
the  lien  of  record;  and  for  other  purposes, 
having  met,  after  full  and  free  conference, 
have  agreed  to  recommend  and  do  recom¬ 
mend  to  their  respective  Houses  as  follows: 

That  the  House  recede  from  its  disagree¬ 
ment  to  the  amendment  of  the  Senate  and 
agree  to  the  same  with  an  amendment,  as 
follows:  Change  the  figure  “$75,000”  to 
“$100,000”;  and  the  Senate  agree  to  the 
same. 

Allen  J.  Ellender 
(By  S.  L.  IL), 

Olin  D.  Johnston,  • 
Spessard  L.  Holland, 
Edward  J.  Thye, 

B.  B.  Hickenlooper, 
Managers  on  the  Part  of  the  Senate. 
Harold  D.  Cooley, 

Stephen  Pace, 

W.  R.  Poage, 

Clifford  R.  Hope, 

Aug.  H.  Andresen, 

Managers  on  the  Part  of  the  House. 
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Mr.  HOLLAND.  Mr.  President,  the 
conference  report  is  unanimously  agreed 
to  by  the  conferees  on  the  part  of  both 
Houses.  The  only  effect  of  the  report 
is  to  raise  the  maximum  limit  of  loans 
from  farm  loan  banks  from  $75,000  to 
$100,000.  I  ask  for  the  approval  of  the 
report. 

The  VICE  PRESIDENT.  Is  there  ob¬ 
jection  to  the  present  consideration  of 
the  report? 

There  being  no  objection,  the  report 
was  considered  and  agreed  to'. 
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Mr.  BALDWIN.  Mr.  President,  this  is 
the  last  session  the  junior  Senator  from 
Connecticut  will  attend  as  a  Member  of 
the  United  States  Senate.  On  Decem¬ 
ber  17,  I  expect  to  take  the  oath  as  a 
justice  of  the  Supreme  Court  of  Con¬ 
necticut,  and  I  shall  tender  my  resig¬ 
nation  at  that  time.  Before  I  take  my 
leave,  however,  there  are  just  a  few  words 
of  appreciation  that  I  should  like  to  say. 
I  wish  to  express  to  you,  Mr.  President 
profound  thanks  for  the  kindly, 
demanding  consideration  which  yyou 
personally  have  always  shown  to  mjf.  It 
has  bam  one  of  the  rare  and  mos^pleas- 
ant  experiences  of  my  lifetim^to  have 
known  ydto  and  to  have  shared  with  the 
Senate  theuepportunity  of  enjoying  your 
kindly  and  Senial  association. 

I  wish  to  express  my'  most  sincere 
thanks,  too,  to  ailthe  officers  of  the  Sen¬ 
ate,  to  my  distinguish^  friend,  the  able 
senior  Senator  fromtfllinois  [Mr.  Lucas], 
the  leader  in  the  Sfin^te  of  the  majority 
party;  to  my  dyftinguished  friend,  the 
able  junior  Sen/tor  fron^Nebraska  [Mr. 
Wherry],  thai  leader  in  ^ihe  Senate  of 
my  own  party:  to  the  elerksufi  the  Sen¬ 
ate;  to  thjr  secretaries;  and\to  all  the 
staff.  Tilfey  have  always  been  hmst  will¬ 
ing  an^ieipful  to  one  who,  I  mo§t  con¬ 
fess,  Was  often  needed  their  heir 
Tjrmy  colleagues  in  the  Senate,  J>say 
thyt  I  shall  always  hold  you  in  h? 
esteem  and  treasure  your  friendship 
You  have  ever  been  friendly,  helpful,  un¬ 
derstanding.  I  wish  that  the  people  of 
the  country  might  know,  as  I  have  come 
intimately  to  know,  how  earnest,  sin¬ 
cere,  conscientious,  and  able  you  are. 

ou  have  given  a  new  and  broader  mean¬ 
ing  to  the  word  “work.”  Your  manner 
of  dealing  with  your  colleagues  has  dem¬ 
onstrated  a  richer  import  to  the  term 
j“integrity."  You  have  added  a  shining 
lustre  to  the  word  “politician” — a  term 
which  all  too  many  of  our  fellow  citizens 
fail  to  understand.  Honest  political  and 
personal  disagreements  there  will  always 
be.  But  so  long  as  this  body  maintains 
its  integrity,  understanding,  and  democ- 
'  racy — and  I  mean  everything  that  vrord 
implies — to  which  all  of  you  have  so  ably 
contributed,  this,  our  Republic,  I  know, 
with  God’s  grace,  will  endure.  I  have 
had  an  experience  here  that  will  serve 
me  well  in  the  public  service  to  which 
I  go. 

It  has  been  a  memorable  experience  to 
have  been  associated  with  you,  for  I 
know  of  no  finer  group  of  men  anywhere, 
in  any  walk  of  life.  I  shall  miss  these 
daily  associations. 


I  can  only  say  to  you,  from  my  heai^ 
hanks  for  all  you  have  been  to  me 
lave  done  for  me.  The  door  of  the  Jfttle 
alt-box  house  in  Stratford,  whicbiU  call 
lome,  will  always  be  gladly  onfined  to 
velcome  any  of  you  who  can  edme  to  the 
fid  Yankee  State  of  Connegficut. 

Thank  you  very  much.  JTApplause.] 
TRIBUTES  TO  SENATORS  BALDWIN 

Subsequently,  the  fallowing  tributes 
vere  paid  to  Senatojp'B.ALDwiN : 

Mr.  McMAHON.  Ml r.  President,  I  was 
at  the  White  House  conferring  with  the 
“President  of  tire'  United  States  earlier 
today  when  the  junior  Senator  from 
Connecticut  fiMr.  Baldwin]  spoke  about 
his  prospective  resignation  from  the  Sen¬ 
ate  of  the  United  States.  I  am  grateful 
for  the  r4ference  he  made  to  me.  I  have 
since  Jtad  the  privilege  of  reading  his  re¬ 
marks 

e  Senator  and  I  have  been  friends 
fof-  more  than  20  years.  I  have  hot  only 
n  affection  for  him,  but  a  profound  re¬ 
spect  for  his  integrity  and  his  ability, 
for  his  patriotism,  and  for  his  devotion 
to  his  country,  his  State,  and  his  family. 
I  am  sure  he  takes  with  him  to  the  su¬ 
preme  court  of  our  State  the  most  genu¬ 
ine  and  heartfelt  wishes  for  a  long  and 
honorable  career  on  the  bench.  We  all 
wish  him  happiness  in  the  years  to  come. 

Mr.  LUCAS.  Mr.  President,  I  desire 
tc  join  my  colleague  the  senior  Senator 
from  Connecticut  [Mr.  McMahon],  who 
just  delivered  the  brief  tribute  to  his  dis¬ 
tinguished  colleague  [Mr.  Baldwin],  who 
is  serving  perhaps  his  last  day  in  the 
United  States  Senate.  I  am  very  grate¬ 
ful  to  the  junior  Senator  from  Connec¬ 
ticut  for  the  kind  remarks  he  made  about 
me  in  his  brief  address  to  the  Senate 
earlier  today. 

During  the  time  I  have  served  as  ma¬ 
jority  leader  of  the  Senate  I  have  had 
many  occasions  to  discuss  various  prob¬ 
lems  with  the  junior  Senator  from  Con¬ 
necticut,  and  while  he  and  I  did  not  al¬ 
ways  agree  upon  various  measures  which 
have  been  before  the  Senate,  I  have 
found  liir  at  all  times  to  be  a  gentleman, 
one  of  the  old  school,  if  I  may  say  so, 
ourteous,  kind,  tolerant,  and  fair,  one 
vH^ose  integrity"  could  not  be  questioned. 

m  sure  that  all  Members  of  the  Sen¬ 
ate,  ^irrespective  of  their  political  affili¬ 
ations*  regret  to  see  the  distinguished 
Senatonteave  this  body.  I  think  I  speak 
for  all  m^colleagues  on  this  side  of  the 
aisle,  as  weUas  other  Senators,  when  I 
say  that  we^tish  for  him  every  success 
in  his  new  vWiture,  in  his  continued 
political  career. 'AVe  are  certain  that  his 
experience  in  thiNgreat  legislative  body 
will  be  of  immeasurable  value  to  him  as 
he  ponders  over  theNmnumerable  ques¬ 
tions  which  will  be  ber&re  him  for  deci¬ 
sion  as  a  member  of  the^upreme  Court 
of  Connecticut. 

Mr.  SALTONSTALL.  Tvftr  President, 
as  a  New  Englander  and  ds  one  who 
worked  with  the  Senator  fronDConnect- 
icut  for  a  period  of  4  years  whil<rwe  both 
occupied  the  office  of  Governor  >n  our 
respective  States,  and  who  has  worked 
with  him  here  in  the  Senate,  I  wisrKto 
add  my  word  of  best  wishes  for  him 
his  future  career  as  a  member  of  the  ju^N 
diciary. 
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[Public  Law  433— 81st  Congress] 

[Chapter  786— 1st  Session] 

[H.  R.  3699] 

AN  ACT 

To  amend  the  Federal  Farm  Loan  Act,  as  amended,  to  authorize  loans  through 
national  farm-loan  associations  in  Puerto  Rico;  to  modify  the  limitations  on 
Federal  land-bank  loans  to  any  one  borrower;  to  repeal  provisions  for  subscrip¬ 
tions  to  paid-in  surplus  of  Federal  land  banks  and  cover  the  entire  amount 
appropriated  therefor  into  the  surplus  fund  of  the  Treasury;  to  effect  Pertain 
economies  in  reporting  and  recording  payments  on  mortgages  deposited  with 
the  registrars  as  bond  collateral,  and  canceling  the  mortgage  and  satisfying 
and  discharging  the  lien  of  record ;  and  for  other  purposes. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled ,  That  (a)  section  4 
of  the  Federal  Farm  Loan  Act,  as  amended  (title  12  U.  b.  C.  1S 
hereby  further  amended  by  adding  a  new  paragraph  to  said  section 
immediately  following  the  second  paragraph  thereof  to  read  as  follows ; 

“Notwithstanding  the  provisions  of  this  section,  loans  may  be  made 
in  Puerto  Rico  and  Alaska  through  national  farm-loan  associations, 
and  the  interest  rate  applicable  to  such  loans  shall  he  as  provided  in 
section  12  of  this  Act.  Said  associations  shall  be  organized  pursuant 
to  section  7  of  this  Act,  except  that,  upon  the  recommendation  of  the 
Federal  land  bank  concerned,  any  such  national  farm-loan  association 
may  be  organized  by  ten  or  more  borrowers  who  have  obtained  direct 
loans  through  a  branch  bank  which  aggregate  not  less  than  $-0,000, 
and  who  reside  in  a  locality  which  may  be  covered  and  served  con¬ 
veniently  by  the  charter  of  a  national  farm-loan  association  and  any 

national  farm-loan  association  after  it  has  become  organized  may 

permit  any  direct-loan  borrower  through  a  branch  bank  to  ]oin  the 
association.  As  to  any  direct-loan  borrower  through  a  branch  bank 
who  participates  in  the  organization  of  a  national  farmdoan  associa¬ 
tion  or  joins  a  national  farm-loan  association  after  it  has  become 
organized  (1)  the  association  shall  endorse,  and  thereby  become  liable 
for  the  payment  of,  his  mortgage  loan  held  by  the  Federal  land  bank; 
(2)  the  stock  in  the  Federal  land  bank  held  by  him  shall  be  exchanged 
for  a  like  amount  of  stock  in  said  bank  issued  m  the  name  of  the 
association  and  the  association  shall  issue  a  like  amount  of  its  stock 
to  him,  all  in  the  manner  and  subject  to  the  terms  and  conditions  pro¬ 
vided  in  the  fifteenth  paragraph  of  section  7  of  this  Act  (title  12, 
TT  S  C.  723  (d) )  ;  and  (3)  the  interest  rate  payable  by  him,  beginning 
with' the  next  regular  installment  date  following  the  endorsement  of 
hi  loan!  shall  be  reduced  to  a  rate  one-half  of  1  per  centum  per  annum 
less  than  the  rate  paid  by  him  prior  to  such  endorsement. 

"(b)  The  first  sentence  of  the  twelfth  paragraph  of  section  7  o 
the  Federal  Farm  Loan  Act,  as  amended  (title  12  U.  b.  L.  '->(?)  L 
is  further  amended  by  striking  the  words  ‘in  the  continental  United 

StSEe<f'2  Paragraph  “Seventh”  of •  section  12  of  the  Federal  Farm 
Loan  Act  (titled,  U.  S.  C.  771)  is  hereby  amended  to  read  as  follows : 
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“Seventh.  The  amount  of  loans  to  any  one  borrower  shall  in  no  case 
exceed  a  maximum  of  $100,000,  but  loans  to  any  one  borrower  shall  not 
exceed  $25,000  unless  approved  by  the  Land  Bank  Commissioner,  nor 
shall  any  one  loan  be  for  a  less  sum  than  $100,  but  preference  shall  be 
given  to  applications  for  loans  of  $10,000  and  under.” 

Sec.  3.  All  of  paragraph  “Tenth”  of  section  13  of  the  Federal  Farm 
Loan  Act,  as  amended  (title  12,  U.  S.  C.  781,  Tenth),  except  the  first 
and  third  sentences  thereof  is  hereby  repealed.  The  Secretary  of  the 
Treasury  shall  cause  to  be  carried  to  the  surplus  fund  and  covered  into 
the  Treasury  the  total  amount  appropriated  for  subscriptions  to  paid-' 
in  surplus  of  the  Federal  land  banks  and  now  held  in  the  revolving 
fund  created  pursuant  to  the  provisions  of  law  hereby  repealed. 

Sec.  4.  The  first  paragraph  of  section  22  of  the  Federal  Farm  Loan 
Act,  as  amended  (title  12,  U.  S.  C.  891),  is  hereby  amended  to  read  as 
follows : 

“Whenever  any  Federal  land  bank,  or  joint-stock  land  bank,  shall 
receive  any  principal  payments  upon  any  first  mortgage  or  bond 
pledged  as  collateral  security  for  the  issue  of  farm-loan  bonds,  it  shall 
forthwith  notify  the  farm-loan  registrar  thereof  as  may  be  required 
by  the  harm  Credit  Administration.  Said  registrar  shall  reflect  such 
payment  on  his  records  in  such  manner  as  may  be  prescribed  by  the 
harm  Credit  Administration.  Upon  notice  from  the  bank  that  any 
such  mortgage  is  paid  in  full,  said  registrar  shall  cause  the  same  to  be 
delivered  to  the  proper  land  bank,  which  shall  promptly  cancel  said 
mortgage  and  transmit  such  canceled  mortgage,  together  with  a  release 
or  satisfaction  thereof  as  may  be  required  to  satisfy  and  discharge  the 
lien  of  record,  to  the  original  maker  thereof,  or  his  heirs,  adminis¬ 
trators,  executors,  or  assigns.” 

Sec.  5.  The  first  sentence  of  section  5  (a)  of  the  Farm  Credit  Act  of 
1937  (50  Stat.  703)  is  amended  to  read  as  follows:  “There  shall  be 
twelve  districts  in  the  United  States,  including  Alaska,  Puerto  Rico, 
aml  Hawaii,  which  shall  be  known  as  Farm  Credit  Districts  and  may 
be  designated  by  number.” 

Approved  October  29,  1949. 
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